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Man-The Tool of Ideas 


F we hope to interpret the effects of the present war by a reading of the 

daily headlines, we are in for a let-down, unless we bring to bear on them 
the denominator of historical knowledge and understanding of the human 
animal. 

Just as machines—whether of war or of industry—are the tools of man, so 
is man the tool of ideas, whether they be destructive or constructive. The 
manufacturer of ideas is far the most powerful political as well as social force 
in the world, and the distributor of them the greatest merchant. 


We, the people, are their consumers, and our adoption of the ideas, our 
selection of them for our own use, will depend upon our existing beliefs. Edu- 
cation is, therefore, the only weapon of protection with which we are armed to 
resist the mad and adopt the sane. The Blitzkrieg is a picture in slow-motion 
by comparison with the speed by which an idea can take hold of and conquer 
an entire nation. The greatest Army of Occupation is no more than a hollow, 
fickle shell by comparison with the tenacity of a popular conviction. Nor is the 
Fifth Column nearly so insidious as a philosophy. 

So, in these days of the struggle of empires, a discussion of Education is 
peculiarly appropriate, that we may both protect ourselves and gain true per- 
spective of the great drama we are now witnessing from ringside seats. Let 
us hope we can “keep our seats’”—paying the admission charge, perhaps, but 
keeping off the stage. To consider it as academic to an understanding of cur- 
rent events would be as far from the truth as were the light-hearted quips 
which used to be made about a certain paperhanger from Austria. In fact, our 
stupidity in not recognizing in this human phenomenon a fuse which would 
set off the powder-kegs of Europe, is the greatest indictment of indifference 
to the lessons which history could teach us, by making us better observors. 

Man is wondering whether he is master or slave of his machine creations. 
He had better realize that the really important fact is that he is but an instru- 
ment of the ideas which possess, inspire and direct him and his machine 
creations. 

Before our eyes are flashing examples of the extreme danger of lassitude 
or complaisance in a security founded—as trusteeship, democracy or any other 
economic or social concept—upon the always shifting sands of popular opinion. 
While we in the fiduciary as in the political world have been busy maintaining 
the form of our “houses,” have we neglected the foundations of economic 
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literacy and human 
needs from which 
arise the stresses and 
strains that cause the 
cracks or threaten the 
collapse of any rigid 
superstructure? 


It has been said 
that the only thing 
history teaches us is 
that it does not teach 
us. Can we afford, 
as it repeats itself to- 
day, to ignore the les- 
sons which are our 
greatest heritage 
from the past? In 
piddling with the de- 
tails of the daily 
grind, it is too easy 
to overlook their pur- 
poses and to forget 
that our work is a 
splendid opportunity 
of human service— 
not of human bond- 
age. The war will 
bring great problems 
for which we will des- 
perately need the wisdom of historical experience and ability to reason out the 
changed relationship. This is the sphere of true Education. 


The WHY and the HOW 


WHITE mouse, the scientists tell us, can learn the most direct way to get 
through a maze from its beginning to its end at a piece of cheese, within 
tlHfee days or 277 trials. After that it operates by rote. It has learned the 
‘ “how” of its task. And it has a sneaking suspicion of “why” it is doing its stuff. 
Someone recently posed the question of whether humans were as erudite. 
After reading 278 speeches delivered at banking, insurance and industrial con- 
ventions, we are not sure of the answer, because one of the chief complaints is 
the most of the clerks, and some of the officers (rank heresy, lése majesté and 
tommyrot of course) have little conception of WHY they go through their 
motions, except that they were told to do so—by their superiors or predecessors. 
The archives are replete with manuscripts on What the Bank President 
(or charwoman, or street urchin) Should Know about Trust Business. And 
strangely enough they almost all deal with the mechanics. We would like our 
directors to know that we have 16 men working 8 hours a day to study 4,736 
statistics of how much the company lost (or kept from paying in taxes) since 
1897. We want the public to know that there are more Executor’s duties than 
there are Heinz pickles and how we are perfect whizzes with a bookkeeping 
machine or an investment-rating manual. 
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But why we are putting ourselves to so much bother, and wasting perfectly 
good golf weather inside the bank—well, we would not like to listen to an Informa- 
tion Please program on that. 


To summarize, it would appear that the major portion of our educational 
efforts have been reserved for clerical perfection, and not enough for the true 
executive or executive timber. Glorified bookkeeping is not Trusteeship. Nor 
is legal folderal the ultima thule. Those are merely the social habiliments of a 
very virile growing body. It is like judging a man by the cut of his ready-made 
suit, or a woman by the style of her hat. An education that stops with the outer 
paraphernalia or teaches only the “how” of a job is not an education; it is merely 
a schooling. 


Education is a process which should be reserved for those willing to pay the 
price of continuous study, who have a capacity for analysis of their function in 
terms of its history, basis and current usefulness. All others are clerks, and it 
would be well to have this in mind in the employment policy, because there are 
both kinds of people just as there are both kinds of jobs. And the idea that just 
because we run a Bank we should take on nothing less than graduate valedic- 
torians is as impractical as presuming that we can pick a future President at 
the age of office boy. 


This policy—and it is a policy in some banks to promote only from within— 
is as full of dynamite as any other arbitrary standard. In order to overcome the 
ancient (though not yet outmoded) practice of hereditary selection, it is possible 
to go to the other extreme of “coming up through the ranks”. “Ruts” might be 
a better word, for where the policy is one of inbreeding, the junior usually does 
what his senior tells him and in the same way his senior learned from his prede- 
cessor. This is not to make light of the fine and honorable method of rewarding 
loyalty and maintaining the best tradition, experience and character of an insti- 
tution, for dependable continuity is one of the cardinal requisites of expert fiduc- 
iary administration. It has been urged by the best personnel men that the first 
chance be given to present employees, either because it is necessary to maintain 
the esprit de corps or traditions, or because they are honestly presumed to have 
been given the best training and apprenticeship for the job. But the same author- 
ities are strong in their belief that an occasional mixture of new blood and com- 
parative ideas or experience is invaluable to the vigor of the corporate body. 


So, as we seek for greater emoluments for our labors, it becomes apparent 
that Training in the How, and Education in the Why are the prime essentials 
for continued prosperity, both of ourselves and of our institutions. That man 
who stands still, and rests on yesterday’s laurels, is as dead as and usually more 
quickly forgotten than a statue when the parade of business goes by. 


It is with the greatest respect, the highest hopes of achievement, and heart- 
felt pride in the character and ability of the trust profession that we dedicate 
this issue and all our efforts therein to the promotion and assistance of fiduciary 
institutions in giving to the people of their communities the protection that comes 
from knowledge, the consideration that comes from understanding, and the prog- 
ress that comes from an intelligent common endeavor. Fully aware that tomorrow 
will bring new problems and more demands upon their leadership and counsel, we 
feel confident that they will be equal to the task, and hope that our friends who 
have collaborated with us in filling in the picture of true education will thus have 
aided their progress and given guidance in the path of greater service to a world 
much harassed by self-seeking, ignorant and destructive men. May we so fully 
appreciate the powers of our philosophy of business and of democratic government 
that we may not only endure but extend our assistance to our fellowmen. 





E. T. PERINE Cc. A. LUHNOW BRECKINRIDGE JONES 


° “a , ° ” 
Founding of the “Jrust Mani Bible 

ECAUSE of the tremendous influence which literature has exerted on the 

education, as well as the progress of every profession and business, it 
seems appropriate here to tell the origins of the only publication in the world 
which has ever been devoted to furthering the interests and improving the ser- 
vice of the fiduciary institutions. Until 1904 there was “but scant and fugitive 
attention” paid to the recording, discussion or promotion of trust company 
welfare, either in books or periodicals. In March of that year appeared the 
first issue of Trust Companies Magazine, and a new departure in financial 
journalism had been inaugurated as “not merely a chronicle of current hap- 
penings, but the representative, militant organ of trust companies.” 


The idea of publishing such a periodical originated from a discussion be- 
tween Edward T. Perine, then treasurer of the United States Mortgage & 
Trust Company of New York, (later author of “Story of the Trust Companies”) 
and Christian A. Luhnow. The formal proposal was made by members of the 
Executive Committee of the Trust Company Section of the American Bankers 
Association, at a meeting in New York in the fall of 1903, that such a journal 
was much needed. Breckinridge Jones of St. Louis, chairman, and Edwin A. 
Potter, of Chicago, vice-chairman of the Section, who had known Mr. Luhnow 
as a reporter and columnist of the Chicago Evening Post, and Clark Williams of 
New York, chairman of the executive committee, were among those proposing 
such a publication and pledging support to Mr. Luhnow, who was at that time 
Foreign Editor of the New York Herald under James Gordon Bennett. 

Among the other leaders of this movement, which received hearty endorse- 
ment of company presidents throughout the country, were: Festus Wade of St. 
Louis, Albert A. Jackson of Philadelphia, Pierre Jay of Boston (now president 
of Fiduciary Trust of New York), Col. Francis H. Fries of Winston-Salem, and 
Uzal McCarter of Newark. Appreciation of the undertaking by Mr. Luhnow, 
in which Mr. Perine rendered immeasurable assistance, was formally expressed 
by resolution of the Committee on April 26, 1904. 

During the ensuing 36 years, this magazine has been the major source of 
original information on the trust business. The leading source of citation in text- 
books, theses and addresses on fiduciary affairs, and even in court briefs and 
decisions, it has been generally called the “Trust Man’s Bible.” 


In January 1939 the name was changed to Trusts and Estates to broaden its 
field of functional service to the public as well as fiduciaries. 
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ANY changes in the business world 
have contributed to the need for 
professional education for business. 
Among these may be included the in- 
creasing complexity of business, with its 
intensification of problems of an admin- 
istrative character; the growth in the 
size of business units, with consequent 
division of functions and job specializa- 
tion; the transferred interest of college 
graduates from the older professions to- 
ward business; the development of leg- 
islative and trade restrictions on the free 
functioning of the economic state; and 
the necessity for and the willingness of 
businessmen to assume social responsi- 
bility. 

Planning a program of education for 
business which will truly serve these 
needs requires the consideration of many 
points of view. It is not an easy task, 
not one in which great reliance can be 
placed on brilliantly-conceived intuitive 
programs. It is characterized by the 
slow accretion of sound procedures 
founded on a willingness to adopt, ex- 
periment, and discard. After a full gen- 
eration, the school of business today is 
recognized as a better and more effective 
institution than that of twenty years 
ago; but we know it has not attained 
maturity. 


Two propositions are basic to the suc- 
cessful functioning of a school of busi- 
ness: the first, that the development of 
the professional point of view in busi- 
ness is vital to the maintenance of our 
economy; the second, that the elements 
of business administration can be de- 
fined and taught better and to higher 
social purpose by a school of business 
than through the traditional processes 
of apprenticeship. Their growth, ser- 
vice and expanding horizons can be ap- 
praised as tangible measures of progress. 


Social and Economic Program 
Adapting to New Horizons in Education for Business Man- 


HERMAN B. WELLS, President of Indiana University 
and ARTHUR M. WEIMER, Dean, School of Business 
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Usefulness without Sabotage 


ARIOUS and confusing forces play 

upon the school of business. Consid- 
eration must be given to the students’ 
ideas, desires, and demands. Some at- 
tention, certainly, must also be paid to 
the viewpoint of students’ parents. Nec- 
essarily, the ideas of business are full 
of germinal suggestions. And—strange 
to say—members: of our own faculties 
often disagree about study programs! 


It is easy to imagine some of the pro- 
blems connected with planning a pro- 
gram of university training for business 
from the standpoint of the personalities 
involved—the students, the parents, the 
businessmen, and the faculty. But plan- 
ning such a program is not mainly a pro- 
blem of reconciling these widely different 
points of view, even if that were possible 
or desirable. A successful program re- 
quires that graduates be equipped to do 
productive and remunerative work. 


In a sense, the problem is similar to 
that of operating a business enterprise. 
It is as essential that students find em- 
ployment as it is for a business estab- 
lishment to sell its products. If students 
are unable to find jobs and are unable 
to do satisfactory work after finding 
them, the programs of the schools of 
business will necessarily be considered 
failures. The desirability of introduc- 
ing such practical considerations should 
not lead to wholesale sabotage of the 
broader aspects of educational curricula. 


For not only must graduates find use- 
ful places in the business community of 
today, but they must be able to adapt 
themselves to all changes which will af- 
fect business during the next two gener- 
ations. Graduates must be prepared to 
do effective jobs throughout the period 
of their employment, or their failure will 
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reflect on their training. This means 
that the essential training of the school 
of business must contribute to the stu- 
dents’ ability to reason in unfamiliar 
surroundings, rather than merely pro- 
vide knowledge of specific business rou- 
tines or mastery of limited skills. 


Variation in Student Material 


N order to devise an effective train- 

ing program, then, it is essential that 

we analyze first, the student; second, 

the needs of the business community to- 

day; and third, the probable needs of the 

business community during the next gen- 
eration. 


In a general way, students may be 
classified into several groups. They may 
be divided by interests. Some students 
want to prepare themselves for special- 
ized work. They want to become ac- 
countants, statisticians, specialists in 
finance, in marketing, in personnel work, 
or they want to become research workers 
or teachers. Others have no special in- 
terests. They know vaguely that they 


plan to enter some phase of business ac- 


tivity. They want a general rather than 
a special training. They plan to enter 
father’s business, or they plan to do spec- 
ialized work at the graduate level, or 
they prefer to find their special fields of 
interest after some actual business ex- 
perience. Many of those who specialize 
will ultimately become administrators 
and directors of many types of activi- 
ties; some of those who begin with gen- 
eral interests will ultimately specialize. 


Again, we should observe that stu- 
dents differ in mental ability: some pos- 
sess average intelligence; others, more 
than average; and some, unfortunately, 
are not gifted with great intellectual 
strength. Students may also be divided 
by personality types, with classifications 
ranging all the way from those of un- 
usually engaging and winning personali- 
ties to those who are seriously deficient 
in these qualifications. 


The program of training must fit the 
needs of all these types, except those 
who do not have sufficient mental ability 
to perform work of university calibre. 
There must be both general and special- 
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ized programs. The capable student 
must be stimulated to do outstanding 
work; the average student must be en- 
couraged to develop the full range of his 
possibilities. 


The Needs of Business 


NY realistic analysis will indicate 

that certain kinds of work are not 
now professionalized, and probably never 
will or should be. Certain business func- 
tions can be performed as effectively by 
a high school graduate as by someone 
who has followed a rigorous course of 
university training. But it is true that 
various phases of business have tended 
to become professionalized during the 
last few years. They include the work 
of accountants, statisticians, and experts 
in the fields of finance, marketing, man- 
agement, personnel, property, insurance, 
teaching, research, and similar types of 
work. 

In addition, business needs men of 
broad training, whose main jobs ulti- 
mately will be the integration and co- 
ordination of a number of different types 
of specialized techniques and processes. 


Further than that, all of us recognize 
that the needs of modern business are 
changing rapidly. If training is pro- 
vided for students who desire to spec- 
ialize in specific types of work, it may 
be that such work will not be needed 
ten years from now. If students are 
not provided with a sufficiently broad 
background, with an understanding of 
the relationship of business to the other 
parts of the community, they may find 
it impossible to reach the best types of 
positions and the most useful services 
which the business world has to offer. 


From Rail to Public Highway 


HE job of the business manager of 

a generation ago might be compared 
to the job of a locomotive engineer. The 
main problems were of an internal na- 
ture. The business or the locomotive 
had to be kept running efficiently, but 
as far as the engineer was concerned, 
there was no problem of right-of-way or 
of direction of movement. Reasonable 
attention to the problems of internal or- 
ganization and operation usually led the 





businessman of a generation ago direct- 
ly to the goals of financial success and 
independence. 

Today the job of the business manager 
more nearly resembles that of the driver 
of an automobile. Not only is it nec- 
essary for him to keep his organization 
running efficiently, but he must steer his 
course through a maze of social and eco- 
nomic traffic. He must plan his own 
direction of movement. He is regulated 
by policemen and by traffic lights which 
attempt to synchronize the forces of bus- 
iness with those operating in other parts 
of our social system. The business man- 
ager must learn to distinguish between 
the various types of regulations, and to 
understand them and their effects on his 
policies and programs. 

If business can regulate itself, we 
shall need fewer policemen and traffic 
lights to direct the programs and pro- 
gress of business. To this end, the train- 
ing of future business managers must 
include the development of high stan- 
dards of business practice, and a proper 
concept of the responsibility of business 
and of other aspects of the modern com- 
munity to each other. This responsibil- 
ity is not one-sided. In all probability, 
political freedom can exist only in the 
atmosphere of economic freedom, and 
free enterprise can flourish only in dem- 
ocracy. 


Basic Needs for Any Business Career 


HUS it is rather difficult to formu- 

late specific types of programs for 
students. It is true that we must pay 
some attention to the student needs and 
student types and that we must give 
some consideration to the points of view 
and desires of parents. Similarly, the 
suggestions made by business men fre- 
quently may be helpful. But the final 
development of the curricula will depart, 
in important respects, from the lines of 
procedure laid down by one or several of 
these influential groups. We are still 
engaged in a phase of curricula manu- 
facturing. Progress is being made, but 
at the present time it is very doubtful 
whether a statement of a program of 
professional education for business can 
be offered with certainty, if it proceeds 
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beyond a few widely accepted generai 
fields of knowledge. 

Despite divergent points of view, some 
courses are as essential in training for 
business today as they were a generation 
ago, or indeed, as they will be for the 
business world of the generation to come. 
Courses in English composition and in 
speech appear to be basic. Students will 
need some knowledge of business geo- 
graphy and psychology. Certainly, stu- 
dents will always need a knowledge of 
business records and accounts. They will 
need an ability to analyze and interpret 
such records through the use of many of 
the statistical techniques. 

They will need to be familiar with bus- 
iness and economic history, for the only 
way we have ever discovered to estimate 
the future course of events begins by an 
analysis of past developments. 


Training in Adaptability 


N addition, students must acquire a 
mastery of the methods of economic 
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and business analysis. Courses in basic 
economic principles, and in the princi- 
ples of finance, marketing, and manage- 
ment fit the needs of almost all types of 
students. Students will always need to 
know the major sources of information 
and how to evaluate correctly the types 
of information which they use. A sub- 
stantial part of the educational program 
will be contributed by other divisions of 
the University which offer courses of 
study of significance to the cultural de- 
velopment of the future business execu- 
tive. Increasingly, we recognize the im- 
portance of contributions to business 
education offered by other than business 
sources. Above all, there must be devel- 
oped an appreciation of the thought pro- 
cess, and an ability to reason in examin- 
ing and differentiating between facts— 
facts which may appear in unfamiliar 
surroundings. 

The course of this approach suggests 
the desirability of initiating a program 
of instruction which is integrated with 
a well-planned personal advisory system 
on the one hand, and with a broad pro- 
gram of business research on the other. 
Faculty and students must maintain a 
close relationship with the current pro- 
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blems of the business world by comple- 
menting personnel and teaching pro- 
grams with carefully selected research 
projects, and with business study con- 
ferences devoted to the consideration of 
important contemporary problems. 

The rapidity with which business re- 
sponsibilities, practices, and methods 
change necessitates a university pro- 
gram of training for business which de- 
velops students who can adapt them- 
selves rapidly to the changing panora- 
mas they will meet. Such a program 
must provide a number of basic princi- 
ples, and subject those principles to con- 
stant analysis. It must acquaint stu- 
dents with current business practices 
and tendencies, but leave the details of 
training for specific jobs to business it- 
self. It must draw on the business 
world for all possible help, through the 
study of important cases and problems. 
And it must be synchronized with a re- 
search program which will extend know- 
ledge in the business field. 

But an effective program must do even 
more. It must inculcate in the student 
a concept of his responsibilities toward 
other businessmen and toward other 
members of the community. 


When the Indianapolis life insurance clinic graduated 150 life underwriters, 
Dr. Wells, shown above with leading figures in Indiana insurance, delivered the 


principal address. 


The series of clinics, lasting twelve weeks, was sponsored 


by the Indianapolis Association and the Indianapolis General Agents and 


Managers Association. 





Mp 


i 


| 
| 
1 


i 
| 


A RISING SUN 


The Romance of Trust Service 


GILBERT T. STEPHENSON 
Director, Trust Research Department, The Graduate School of Banking 


The sun that shines today upon the 
trust field is a rising and not a setting 
sun. The trust man’s problems are the 
problems of preparing for the work of 
a day that still is young, not clearing 
away the debris of the work of a day 
that already is far spent. The trust 
institution has an assured place in the 
social and economic order of this nation. 
Great as its past may have been, its 
future bids fair to be still greater.1 


HIS is one man’s appraisal of the 

future of trust business. Is it a 
statement of fact or a declaration of 
faith? 

At the present time there are seven 
points which, if established, will justify 
an optimistic outlook for the trust busi- 
ness and bring to light the romance of 
trust service. 


One of the Big Business Enterprises 


N the United States there are 2800 
banks and trust companies (not 
counting branches) engaged in the trust 
business. There are over 7000 men and 
women holding official positions and per- 
haps five times as many untitled employ- 


1. Studies in Trust Business, by the author. 


ees—an army of not less than 40,000 men 
and women—in these 2800 trust institu- 
tions. The 1534 trust departments of na- 
tional banks are administering over 70,- 
000 private trust accounts, over 65,000 
court trust accounts and over 16,000 cor- 
porate accounts—a total of over 150,000 
accounts. These 1534 trust departments, 
however, are only a little over one-half 
the trust departments of this country. 
There are 1383 trust departments of 
state-chartered banks and trust compan- 
ies most of which have been in the busi- 
ness longer and many of which have a 
larger number of trust accounts than the 
national banks. One is safe in saying 
there are at least 300,000 accounts in 
the trust institutions of this country. 


The 1534 trust departments of nation- 
al banks are administering over $9,250,- 
000,000 worth of property in personal 
accounts and are trustee under note and 
bond issues amounting to over $9,750,- 
000,000. In addition, the 1383 trust de- 
partments of state-chartered banks and 
trust companies are, no doubt, adminis- 
tering fully as much trust property and 
serving as trustee of as many and as 
large corporate issues. 
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Co-Extensive With English-Speaking 
World 


HE trust business is being carried 

on in every state and territory of the 
United States and in every nation, crown 
colony and in practically every English- 
speaking dependency or possession of the 
British Commonwealth. 

The trust business did not start in the 
United States. We got the germ-idea, 
it is said, from British India which an- 
tedated us in the trust field by nearly 
50 years. A trust institution in South 
Africa and one in the United States 
(Girard Trust Company, Philadelphia) 
each qualified as executor under a will 
in the 1830’s, within less than two years 
of each other. A trust institution in 
New Zealand was administering a com- 
mon trust fund sixty years before one 
was heard of in the United States. In 
Australia a type of insurance trust was 
known as early as 1874. It is impressive 
to read the trust literature of Hong 
Kong, of Singapore, of Burma, and of 
Ceylon to find how strikingly similar to 
our own is the trust business in these 
far-off countries. 

Civil law countries which have come 
in direct contact with the common law 
system of trust business—such as Scot- 
land, South Africa, Quebec, Louisiana, 
Puerto Rico, Panama, the Philippine Is- 
lands, Mexico and Japan—have grafted 
the trust onto their legal system. In 
other civil law countries — such as 
France, Germany, Italy and the Scan- 
dinavian countries—they have adopted 
substitutes for the trust. 

There is a common law system of trust 
business, of which the American system 
is an integral part. This system belts 
the globe and is prepared to serve one- 
sixth of the human family. 


Dealing in Necessities of Civilized Life 


HE basic functions of the personal 

trust business are (1) to wind up 
and distribute the estates of deceased 
persons, (2) to hold and administer pro- 
perty for the immature, the inexperi- 
enced and the incapable members of so- 
ciety, and (3) to manage property for 
owners who wish to be relieved of the 
responsibilities of management. 
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As long as the rights of private own- 
ership and inheritance of property exist, 
owners will require the services of ex- 
perienced, capable, financially respon- 
sible executors and administrators to 
wind up estates and pass property on to 
the next generation. 

As long as such property passes into 
the hands of children and of persons in- 
experienced in, incapable of or indiffer- 
ent to property-management, such own- 
ers and heirs of property will require the 
services of experienced, capable, finan- 
cially responsible trustees and guardians 
to hold, invest, manage and administer 
their estates. 

As long as people of talent and ambi- 
tion devote themselves to pursuits, busi- 
ness or professional, foreign to property- 
or investment-management, there will be 
those who, while preferring to retain 
ownership of their property, desire to 
place the responsibilities of management 
upon an agent. Such people will require 
the services of an experienced, capable, 
financially responsible managing agent. 

In other English-speaking countries— 
such as England, Scotland and Ireland 
(perhaps more demonstrably so than in 
the United States) the banks have gone 
into the trust business, not of their own 
initiative, but in direct response to cus- 
tomer-demand. 

A business that deals in necessities of 
civilized life need not fear that its goods 
or services ever will become a drag on 
the market—shopworn or unwanted. 
Consequently, there always will be a de- 
mand for the trust man. 


Of Broad Human Appeal 


HAT the trust business is designed 
to serve needs of men, women and 
children in every state and condition of 
body, mind and estate needs emphasis. 
Too long the trust business has been 
thought of as designed primarily to serve 
the special needs of the very young and 
very old, the subnormal and abnormal, 
those who need protection against their 
own weaknesses or the wiles of the world. 
Too little emphasis has been laid upon 
the fact that the trust business is de- 
signed also to serve the needs of ma- 
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ture men and women while they still are 
in full possession of their faculties. Too 
frequently the greeting to the trust in- 
stitution has been, as it were, “Those 
about to die salute thee”; whereas, it 
should be, “Those in the midst of life 
salute thee and welcome thee into their 
service.” As regards the first group, 
the trust institution works for them; as 
regards the second, it works with them. 


Many a young business or professional 
man needs to create a living trust as a 
means of building up his estate. Many 
an active business or professional man 
needs a living trust as a means of con- 
serving an estate already built but still 
possible of being dissipated by his own 
missteps or by unexpected turns in busi- 
ness. Many a person should use the ser- 
vices of a managing agent to relieve him- 
self of the burdensome details of invest- 
ment- and property-management. Many 
a young or mature woman of estate 
would do well to use a living trust or 
managing agency to relieve her of finan- 
cial responsibilities and release her for 
more congenial undertakings. 


A recent comparative study of the ser- 
vices offered by the trust institutions of 
the United States shows that there are 
over 80 different services designed to 
meet the needs of all types of individ- 
uals, corporations, institutions and units 
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of government. The horizon of trust ° 
service is as wide as the needs of hu- 
manity—as varied as the forms and op- 
portunities of wealth. 


Economically Sound 


HE economic soundness of the trust 

business needs especially to be em- 
phasized. During the past seven years 
so much has been said about the unpro- 
fitableness of trust business that some 
people—among them, bankers and trust 
men themselves—have questioned the 
economic soundness of the trust business. 
They have asked, Can the trust business 
be put and kept on a paying basis, or is 
it, chronically and incurably, a losing 
business? 


Grant the literal accuracy of an often 
quoted statement that of 300 and more 
trust institutions cost-analyzed, 11 out 
of 12 were operating in the red and of 
those in the black only 1 out of 3 is 
showing more than nominal profits. 
Grant that a cost analysis of 17 trust 
institutions in New York State showed 
that “for every dollar of revenue re- 
ceived by trustees (testamentary and 
living) the cost of administration was 
between $1.08 and $1.14 in the year 1936, 
1937, and 1938,” and that a similar an- 
alysis of 23 trust institutions in Penn- 
sylvania showed that “the cost was $1.25 
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for each $1.00 of actual trust fees col- 
lected.”’? 

Still it does not prove that the trust 
business itself is economically unsound 
in the sense that it is irremediably un- 
profitable. Read with a different em- 
phasis, even now one out of 12 trust in- 
stitutions is in the black and that of 
those in the black one out of three is 
making a substantial profit. In New 
York the survey showed that “a profit 
is made in the handling of executor- 
ships”; and in. Pennsylvania, “that the 
administration of estates as executor or 
administrator is on a reasonably pro- 
fitable basis and especially was this so 
where proper attention was being paid 
to the recommended fee schedules for 
these services.” 

The following statement is made with- 
out supporting evidence, for it is based 
upon the information received in con- 
fidence in the course of trust research. 
In every section of this country—North, 
East, South, West and Central—there 
are trust institutions that are being op- 
erated at a substantial profit year after 
year. 

Most encouraging of all is the fact 
that trust customers are ready and will- 
ing to pay adequate compensation for 
trust service, provided (1) the trust in- 
stitution knows its own costs, (2) fixes 
bases and sources of compensation fair 
to all parties and (3) applies their sched- 
ules uniformly and impartially. On ex- 
isting business trust customers and bene- 

2. Brown, W. Elbridge, Experiences in Making 


a Statewide Cost Survey, Trusts and Estates, Feb- 
ruary 1940. 
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ficiaries are willing for trust institutions 
to bring substandard up to standard 
compensation, provided these three con- 
ditions are satisfied. 


The economic soundness of the trust 
business is not the issue. The issue is 
the trust institution’s knowledge of its 
own costs and its uniform, impartial and 
courageous application of charges, suffic- 
ient to cover its costs and leave a fair 
profit for its services. 


Still in the Pioneer Stage 


S long as fully two-thirds of the area 

of the United States is outside a rad- 
ius of 25 miles of any trust institution,® 
as long as one-half the people of estate 
in the United States die without a will,* 
as long as less than one-half of the peo- 
ple who leave a will name a trust insti- 
tution executor or trustee'—as long as 
such conditions as these obtain, the trust 
business is and should be recognized as 
being still in the pioneer stage. 


Furthermore, with the trust institu- 
tions of this country having worked out 
over 80 different services for individuals, 
corporations, institutions and units of 
government, and with many trust insti- 
tutions now offering or rendering only 
a few of these services, one can see that 
in this respect also the trust business 
still is in the pioneer stage. 


An increasing number of leaders of 
the bar® are recognizing the trust insti- 
tution’s place in the sun. The trust busi- 
ness has the increasing good will of 
those who, next to trust customers them- 
selves, are most interested in this pion- 
eering. In the vast majority of cases, 
a person becomes a trust customer by 
first being some lawyer’s client. 


3. Trusts II, p. 333. 


4. This fact has been brought to light by such 
samplings of probate records as have been taken. 

5. In some places the fraction is as low as one- 
fourth or even one-fifth. 

6. The following statements of past presidents 
of the American Bar Association were made dur- 
ing their term of office in their official capacity 
as spokesman for the American bar. 


Frederick H. Stinchfield, of Minneapolis (1936- 
37): “Our faces should be to the front, not con- 
cerned about the rear. Let us try, henceforth, to 
see things with a national social view, find our 
happiness there, and cease the little enjoyment 
of personal differences. We need that effort for 





To say that the trust institution has 
but scratched the surface of the trust 
field is not to overstate the case. 


Influence upon Those Engaged in it 


HE accuracy of this statement is, 

of course, not susceptible of statisti- 
cal proof. But an officer or employee of 
a trust institution cannot spend his days 
conscientiously and selflessly taking care 
of and managing other peoples’ proper- 
ty and advising with them on affairs of 
personal moment without its having an 
uplifting influence upon his own life. He 
cannot wrestle with the problems of in- 
vesting the funds and managing the pro- 
perty of widows, children and aged, in- 
firm and incapacitated people without be- 
coming more sympathetic, understand- 
ing, patient and considerate, or without 
experiencing the vital meaning of the 
Golden Rule. Dryden was right when he 
said, “Trust reposed in noble natures 
obliges them the more.” 


An officer or employee of a trust insti- 
tution cannot think of the trust fellow- 
man reposes in him and his associates in 
naming the institution his executor, 
trustee or guardian without a deep sense 
of appreciation and privilege. He can- 
not look into the eyes of, oftentimes, un- 
wordly, or even helpless beneficiaries 
without their trustfulness and helpless- 
ness calling forth the best there is in 
him. And Sir Francis Bacon said, “The 
greatest trust between men and men is 
the trust of giving counsel.” 


No matter how indifferent a person 
may appear to be, he really and truly 
would like to be of service to his day and 
generation. Every person who is in his 
right mind would like to have said of him 
what William Allen White recently said 
of the late Dr. John H. Finley: “John 


the good of our own souls and for the welfare 
of the United States.” (Zrust Companies, January 
1937.) 

Frank J. Hogan of Washington, D. C., (Presi- 
dent, American Bar Association for 1938-39)—I 
ungrudgingly concede to the corporate fiduciary, 
a special and distinct place in our economic life 
as an expert administrator, whose proper sphere 
of service in no way encroaches upon the func- 
tions of the lawyer. Our great national wealth 
and the complexities of modern civilization re- 
quire specialization, and the corporate fiduciary is 
the natural and inevitable outgrowth of that need. 
(Trusts and Estates, January 1939.) 
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Finley was a successful human being, 
successful because his entire life, with 
its treasure of talents and its storehouse 
of energy, was devoted quite simply to 
human service.” 


Whoever is employed in a trust insti- 
tution is engaged in one of the big busi- * 
ness enterprises of this country, world- 
wide in its influence, dealing in necessi- 
ties of civilized life, broad in its appeal, 
economically sound, still in the pioneer 
state, and exerting an uplifting influence 
upon its devotees. This justifies an op- 
timistic outlook for the trust business. 


When, in later years, such a person 
thinks of the homes he, through profes- 
sional trust service, has helped to main- 
tain, the families he has helped to hold 
intact, the children he has helped to edu- 
cate and give the right start in life, the 
inexperienced and confused he has coun- 
seled and guided, the aged and infirm 
and incapacitated for whom he has help- 
ed to provide the necessities and com- 
forts and, perhaps, some of the luxuries 
of life—when he thinks along these lines, 
he has the right with deep satisfaction 
to say, “All that I saw and part of which 
I was” and with a thrill to feel that he 
has been ‘a successful human being.” 
This is the romance of trust service. 


Pittsburgh, Pa.—The $195,000 trust fund 
established by the late Douglas Fairbanks, 
Sr., former movie idol, has been transferred 
from the Union Trust Company to the Guar- 
anty Trust Company, New York, executor 
of the actor’s estate. The transfer was 
made so that the New York bank could dis- 
tribute the money to his widow, his son and 
other beneficiaries of the estate. 
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Fundamentals First 


Enduring Guides to Understanding Always “Current” Events 


ROBERT MAYNARD HUTCHINS 
President of the University of Chicago 


RUST officials are specialists. To 

administer their specialty they re- 
quire the understanding of specialized 
techniques. But they also require the 
general education which is the birth- 
right of every man. 


To list these special and general re- 
quirements as I have done is to reverse 
the order of their importance. The 
necessity of a general education is a 
prior, more fundamental necessity than 
that of specialized techniques, for trust 
officers are men before they are trust 
officers. Their general education should 
properly underlie their special 
training. 


Perhaps the premise that gen- 
eral education is the birthright 
of every man should be strength- 
ened; perhaps it should be quali- 
fied by saying that it is desir- 
able. One of the fundamental 
characteristics of man, and the 
one which most clearly distin- 
guishes him from the other ani- 
mals, is his compelling desire to 
understand the world in which 
he lives. General education be- 
gets benefits which may best be 
described as the enrichment of 
life, the partial satisfaction of 
man’s distinguishing, precious 
characteristics. It should make 
men happier; certainly it helps 
them to fulfill their peculiar des- 
tiny, both as social and as econo- 
mic beings. 


This qualification is necessary 
for the reason that many men 
survive without general educa- 
tion. Presumably some of them 
are happy without it—if we may 
construe as happiness an uncon- 
scious felicity in accidentally 


favorable circumstances. These men are 
constituents of our civilization because 
they have been trained to observe the pat- 
terns of conduct required by organized 
society. Perhaps they observe these 
patterns and perform their allotted 
tasks with efficiency and skill. To that 
extent they participate in our civiliza- 
tion, and to that extent they are civil- 
ized in the same sense that domestic 
animals are domesticated. But they do 
not exercise properly the peculiar pre- 
rogative of mankind, which is to think 
and to understand. 


President Hutchins at his Desk. 





A Form of Domestication 


Y chief quarrel with exclusively 

vocational education is that it is 
nothing more than a highly specialized 
form of domestication. Unless it is un- 
derlaid by a general education it does 
not rise above this base, subhuman 
level. My contention is not that we 
should abolish vocational training, but 
that we should underlay and correlate 
it with more and better general educa- 
tion. 


The trustee, controlling or in a posi- 
tion to influence the flow of huge sums 
of money from benefactor to beneficiary, 
from one generation to the next, is a 
tremendously potent social force. His 
influence extends far beyond the limits 
of the axis between benefactor and 
beneficiary. His operations in the ag- 
gregate constitute one of the molding, 
determining factors of our tightly inte- 
grated civilization. And his fiduciary 
responsibility extends as far as his in- 
fluence. 


Above his legal and moral obligations 


to administer the sums entrusted to him, 
there is a broader obligation to under- 
stand the effect of his operations and to 
understand the society which will be af- 
fected. This obligation is more appar- 
ent and more imperative as it applies 
to the advisory functions of the trust 
officer. In the direction of philan- 
thropies, the determination of beneficia- 
ries of trusts, and the projection and 
formulation of the intentions of the 
benefactor, his influence is incalculable 
and his responsibility vast. 


How Are We Related? 


T would not be fair of me to ex- 

pound the necessity of a general edu- 
cation without explaining what I be- 
lieve it is or should be. To me the ideal 
general education means one thing: ac- 
quisition of the ability to think. 

Now I have said that many men sur- 
vive without a general education. I do 
not mean by this that they do not think. 
Willynilly we all practice techniques of 
thinking which are the inevitable re- 
sults of our experience; all of us think. 
But most of us think badly. The task 
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of education is to improve the quality 
of our thinking, or, if I may make an 
absolute definition, to teach us to think 
correctly. 

Education also consists of something 
else which fortunately may be acquired 
in the process of learning how to think, 
and that is the subject matter of our 
thinking. We do not think in a vacuum. 
Thinking is a transitive process. It re- 
quires an object. The object of our 
thinking is some aspect of man’s in- 
quiry into the nature of the universe. 
This is true whether we are thinking 
of scientific or metaphysical problems, 
or whether we are devising an invest- 
ment program. The result of our think- 
ing is a bundle of conclusions which 
constitute our orientation to the uni- 
verse. 


Just as men who survive without a 
general education think, they also ac- 
cumulate bundles of conclusions and 
formulate philosophies of life which are 
the inevitable result of their experience. 
Insofar as their thinking is faulty, and 
insofar as the subject of their thinking 
is unrepresentative, their orientation to 
this world will be inadequate. The task 
of education is not only to teach us to 
think correctly, but also to enable us to 
formulate an adequate orientation to 
our surroundings. 


Let Us Use Our Heritage 


OW can we learn to think correct- 

ly, and how we can acquire an 
adequate orientation? By studying how 
the greatest thinkers of all ages 
thought, and by thinking of what they 
thought about. The answer is inevit- 
able, and it is so obvious that it tends 
to escape our notice. 

I do not mean that we should forsake 
contemporary problems or contempor- 
ary methods of solving them in favor of 
dusty intellectual techniques applied to 
dusty situations by the thinkers of an- 
tiquity. I do not advocate a complete 
return to the past. I contend merely 
that we should take it into account. 
When we do so we discover that most of 
our contemporary problems are not con- 
temporary at all, and that our ways of 
solving them are not new. 
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Nor do I mean that all the methods of 
thinking correctly have been evolved 
already, nor that all the answers to all 
the questions are known or were known 
in some other time. I believe merely 
that the fruit of the great thinking of 
the past, the intellectual techniques and 
the results of their application, are our 
rightful heritage; and that we are 
cheating ourselves of our birthright 
when we do not take advantage of them. 


The best place to get a general edu- 
cation is in college. The four-year gen- 
eral college program can very well give 
us an adequate familiarity with our in- 
tellectual heritage. In four years the 
student may learn to think in a way 
that corresponds to the methods of the 
great thinkers of the past, and he may 
learn the fundamental ideas generated 
by their thinking; or in other words, he 
may acquire the necessary foundation 
for formulating an adequate philosophy 
of life. I think that the program I 
favor should be given as soon as pos- 


sible, that is, as soon as the student has 
the tools and the maturity it requires. 


Important Events Have Always Been 
“Current” 


HE subject matter of this program 

consists of the great books of the 
western world, beginning with Homer 
and coming down to our own day. This 
curriculum is not too difficult even for 
very ordinary American students. It 
is difficult for the professors but not 
for the students. And the younger the 
students are the better they like the 
books, because they are not old enough 
to know that the books are too hard for 
them to read. For ten years and more 
I have taught these books to unselected 
pupils in our University High School 
and to freshmen, sophomores, juniors 
and seniors in college. Not one of them 
suggested that the books were too hard 
or that they were not worth reading. 
I can testify from this experience, 
though not, of course, very scientifical- 
ly, that students who can read anything 
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thrive on these books and that the 
younger they are the more they thrive. 

Those who think that this is a bar- 
ren, arid program, remote from real 
life and devoid of contemporary inter- 
est, have either never read the books 
or they have merely forgotten their 
youth. These books contain what the 
race regards as the permanent, abiding 
contributions its intellect and imagina- 
tion have made. They deal with funda- 
mental questions. Young people are in- 
terested in fundamental questions. 
They are, of course, interested in the 
bearing of these fundamental questions 
on the problems of the world today. It 
is therefore impossible to keep out of 
the discussion, even if the teacher were 
so fossilized as to want to, the consid- 
eration of current events. 


These events then take on meaning; 
the points of difference and the points 
of similarity between then and now can 
be presented. Think what a mine of 
reference to what is now going on in the 
world is Plato’s Republic or Mill’s Essay 
on Liberty. If I had to prescribe an 
exclusive diet for young Americans, I 
should rather have them read books like 
these than gain their political, economic 
and social orientation by listening to the 
best radio commentators or absorbing 
the New York Times. Fortunately we 
do not have to make the choice; they can 
read the books, listen to the commenta- 
tors and absorb the New York Times too. 


The Greeks Had an Answer For It 


REPEAT: these important agencies 
of instruction—the radio and the 
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newspaper—and all other experiences 
of life, as a matter of fact—take on in- 
telligibility as the student comes to un- 
derstand the tradition in which he lives. 
Though we have made great advances 
in technology, so that the steam turbine 
of last year may not be of much value 
in understanding the steam turbine of 
1940, we must remember that the fun- 
damental questions today are those with 
which the Greeks were concerned. The 
reason is that human nature has not 
changed. The answers that the Greeks 
gave are still the answers with which 
we must begin if we hope to get or give 
the right answer today. The answers 
they gave have affected human history 
so profoundly that we cannot approach 
the issue of the purpose of the state, 
for example, without unconsciously re- 
flecting their views. We may apply to 
these early thinkers the words of Car- 
dinal Newman about Aristotle: 


“Do not suppose, that in thus appeal- 
ing to the ancients, I am throwing back 
the world two thousand years, and fet- 
tering philosophy with the reasonings of 
paganism. While the world lasts, will 
Aristotle’s doctrine on these matters last, 
for he is the oracle of nature and of 
truth. The great Master does but anal- 
yze the thoughts, feelings, views, and 
opinions of human kind. He has told us 
the meaning of our own words and ideas, 
before we were born. In many subject- 
matters, to think correctly, is to think 
like Aristotle; and we are his disciples 
whether we will or no, though we may 
not know it.” 


Great Books—and Alibis 


O not suppose that in thus includ- 
ing ancients in my course of study 


I am excluding the moderns. We do 
not need to make a case for the moderns. 
We do apparently need to be reminded 
that the works of the ancients lie at the 
foundation of the tradition in which we 
live. 


Do not suppose, either, that in speak- 
ing of the great books in literature, 
philosophy and the social sciences I am 
ignoring natural science. The great 
works in natural science and the great 
experiments must be a part and an im- 





portant part of general education. The 
student should understand the leading 
ideas in the natural sciences. The basis 
of the scientific program should be the 
great landmarks of scientific work, the 
books and the experiments. 


What are the great books? If any 
reasonably intelligent person will con- 
scientiously try to list the hundred 
most important books that have ever 
been written I will accept his list. I 
feel safe in doing this because (a) the 
books would all be worth reading and 
(b) his list would be almost the same 
as mine. There is, in fact, startling un- 
animity about what the good books are. 
The real question is whether they have 
any place in education. 


The suggestion that nobody knows 
what books to select is put forward as 
an alibi by those who have never read 
any that would be on anybody’s list. 
As to the excuse of not having “time”— 
that is mere sham and self-delusion. 
Following an intelligent reading pro- 
gram is a difficult matter—but the re- 
sults will be commensurate to our ef- 
forts. 


It Remains for Us 


HE general education I have in 

mind may best be acquired in col- 
lege between the ages of 15 or 16 and 
19 or 20. For the great number of 
students who cannot attend the few in- 
stitutions where such an education is 
now available (St. John’s College of- 
fers an integrated program that com- 
mands our admiration; Columbia and 
the University of Chicago offer courses 
on the classics of the western world), 
and for trust officers and university 
presidents who have passed the opti- 
mum age and who are too busy with 
their work to think of following formal 
programs of study at any institution, 
there remains an alternative course. 
The great books are lining bookshelves 
throughout the country, inviting us to 
partake of the light they throw on our 
problems today. It remains for us to 
read them. 


Lists of books are available at St. 
John’s, Chicago, and doubtless at Col- 
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umbia. It is easy to formulate a read- 
ing program. Explanatory guides and 
books about books are available in pro- 
fusion. I do not trust them. There is 
no substitute for the great books them- 
selves. All of us might profitably em- 
bark on a program of reading designed 
to extend throughout the remainder of 
our lives. If we saturate ourselves in 
them, the great books will generate a 
flame of interest that will burn as long 
as life endures. Let me emphasize how- 
ever that the best way to acquire an 
education is to read the great books and 
perform the great experiments in an 
educational institution. 


Education is the birthright of all men. 
Educators should take special pains to 
see that trust officers do not lose their 
birthright. For special, selfish reasons 
it is desirable that education bestow its 
benefits upon the men who handle the 
nation’s wealth. Trust officers depend 
upon education, and education depends 
upon trust officers. I would be one of 
the first to acknowledge the reciprocal 
character of that dependence. For the 
Universities it is not only desirable that 
trust officers should understand the na- 
ture of their predicament resulting from 
declining interest rates. It is desirable 
also that they should understand the 
fundamental contribution of education 
to economics and political society, and 
the necessity of supporting and cherish- 
ing our educational institutions. 


Clifton W. Schwer, with the personnel de- 
partment of the Chase National Bank, was 
elected president of the New York Chapter, 
American Institute of Banking on May 14. 
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Trust Service - A Profession 


FREDERICK P. STORM 
Trust Officer, Union Trust Company of Maryland, Baltimore 


“There is a common tendency to cling to old ways and methods. 
Every innovation has to fight for its life, and every good thing has been 
condemned in its day and generation.”—Elbert Hubbard. 


RE-EXAMINATION might well be 

made of some of the accepted con- 
ceptions affecting trusts and trustees to 
determine whether they are sound in the 
light of present day conditions. It has 
seemed to me that the best way to do this 
was to make a comparative study of the 
facts pertaining to, and the legal prin- 
ciples affecting, trustees and certain 
other recognized professions to deter- 
mine whether or not trust service of to- 
day is entitled to recognition as a pro- 
fession, and to the same legal status as 
that occupied by those engaged in other 
professions. 

The definitions given in text and court 
authorities clearly show that the word 
“profession” does not have a static mean- 
ing, is elastic, and can include any call- 
ing or occupation that presents certain 
characteristics, which can be breifly sum- 
marized as follows: 


1—The occupation must involve the 
employment of some special learn- 
ing, intellectual skill or attain- 
ment. 

2—The occupation must not be purely 
commercial, mechanical or agricul- 
tural. 

3—The 


knowledge involved 


special 
must be applied in a practical way 
to the affairs of others in advising, 
guiding or teaching them. 


This article is based upon an intensive 
study of the public and legal position of 
the trust institution and of the legal 
and medical professions, and is the epi- 
tome of a more lengthy monograph on 
the subject. For a more detailed an- 
alysis of the matter of rules of trustee 
liability, which formed a part of this 
study, see the author’s article in the 
April 1940 issue of Trusts and Estates, 
page 417.—Ed. 


4—The occupation must be followed 
as a vocation rather than as an in- 
tellectual pursuit for its own pur- 
poses. 


Humble Beginnings 


N important influence in the devel- 

opment of the law of trusts was the 
insignificance attached to the qualifica- 
tions of the trustee in connection with 
the creation and enforcement of a trust. 
From ancient times almost any natural 
person not under a disability because of 
infancy, lunacy, coverture or because of 
being an alien, could act as trustee. 


It is important to note that the early 
law’s refusal to countenance a corpora- 
tion as a trustee did not turn upon the 
question of the ability or competence of 
the corporation to perform the duties of 
a trustee, but rather upon the idea that a 
corporation’s purely theoretical existence 
protected it against the whip-lash of con- 
science, whether spontaneous or as stim- 
ulated by the Chancellor. 


The Modern Concept 


HE extensive present-day employ- 

ment of specially trained fiduciary 
service is a direct answer of our complex 
economic system to the functional de- 
mands of expanding private capital, ab- 
sentee ownership and corporate organi- 
zation and enterprise. 


Professor Scott says! that in America 
today, while we sometimes find a gratu- 
itous individual trustee, the typical trus- 
tee is very different: 


“The typical trustee is one who by 
experience and training is or purports 
to be skillful in the management of af- 


(All footnotes at end of article.) 
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fairs, and who undertakes for a profit 
the duty of administering the trust, 
whether the trustee is a trust company 
or a lawyer or a man of business. It is 
this professionalizing of the office of 
trustee which is an important modern 
development in the trust field.” 

Trust institutions now play an impor-- 
tant part in the economic life of the com- 
munity as conservators of wealth. Con- 
servation means more than physical 
safekeeping of property, it means the 
preservation of its value and its adapta- 
tion to useful purposes. From a busi- 
ness standpoint the most important func- 
tion of a trust institution is its adminis- 
tration of trust investments.? It is the 
phase of trust service in which the gen- 
eral public is most interested. This is 
necessarily so since no amount of skill 
in other branches of trust service will 
be of value if the trust property itself 
should be lost through mismanagement 
of investments. 

Trust service is an important factor in 
the preservation of family life; it is of 
valuable assistance to many children; 
and it releases from the burdens of prop- 
erty management those who are pri- 
marily engaged in business, cultural, so- 
cial and spiritual pursuits. All of these 
are of great importance to the commun- 
ity as a whole.* 


Law As A Profession 


HE indifference of the law toward 

the question of the ability and fitness 
to perform his duties of a person about 
to become a trustee stands in sharp con- 
trast to the attitude of the State toward 
other professions, such as medicine and 
law, calling for training, experience and 
skill. 

The origin of the principle of advoc- 
acy is lost in most ancient history. The 
professional lawyer seems to have made 
his appearance in England at or about 
the time of the Norman Conquest, 
which was the time of the introduction 
of uses there. The first step was taken 
toward regulating the practice of the 
law® when, by Statute in 1275,7 the priv- 
ilege of pleading in the King’s Court 
“for any man” was denied to any “Ser- 
jeant, Pleader or other” who was guilty 
of practicing deceit upon the Court. 
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Almost since the birth of advocacy as 
a calling or occupation in Anglo-Ameri- 
can jurisprudence, lawyers have been at 
least presumed to be men of skill and 
training, equipped to discharge their 
duties in a competent fashion and held 
to a high degree of integrity. Such a 
conception of the profession is possible 
of attainment only if the right to enter 
the profession is regarded as a privil- 
ege, denied to all who have not demon- 
strated their fitness, and withdrawn from 
those guilty of professional misconduct. 


Medical Group Self-Regulated 


Y 1895 practically all states had com- 

missions of examination for the 
licensing of physicians to practice.® In 
Dent v. West Virginia,® the Supreme 
Court of the United States upheld the 
validity of a statute requiring all physi- 
cians to be licensed, saying: 


“The power of the State to provide for 
the general welfare of its people author- 
izes it to prescribe all such regulations 
as, in its judgment, will secure or tend 
to secure them against the consequence 
of ignorance and incapacity as well as 
of deception and fraud.” 


It is terrifying to speculate what 
might have been the course of the medi- 
cal profession, had the court, in this case, 
heeded the arguments of “personal lib- 
erty” advanced in attacking the regula- 
tory statute, and held the profession open 
to all, as at common law. The public 
would then have had to sort the good - 
doctors from the bad by the dangerous 
trial and error method, with the right 
of suit for damages in those injured or 
maimed by quackery. 


It is now well established that the 
State may place restrictions and regu- 
lations on the practice of medicine,!° 
excluding all who are not qualified by 
training, skill and character. In the 
Twentieth Century great progress has 
been made in raising the standards of 
the medical profession, through the im- 
provement of schools, through self-regu- 
lation by the American Medical Associa- 
tion and similar bodies, and through 
more exacting licensing reguirements.!! 
But it was not until that Association had 





state licensing boards through which the 
higher standards of qualifications, which 
it sought, could be enforced, that its real 
progress in that direction began. 


“Charitable Presumptions” 


OTH the legal and medical profes- 
B sions are sheltered by “charitable 
presumptions” which require the person 
asserting negligence to prove his actual 
damage as a direct result of actual negli- 
gence on the part of the doctor or lawyer. 
This all important question of burden 
of proof is the point of greatest con- 
trast between the legal principles con- 
trolling these two professions and the 
principles governing trustees. 


Certainly the occupation of trust ser- 
vice calls for a large measure of highly 
specialized learning, and intellectual skill 
and attainment, which is not of a purely 
commercial, mechanical or agricultural 
nature. Likewise, it is applied to the 
affairs of others in a very practical way, 
and is so applied as a vocation for gain. 
All of the necessary elements exist to 
bring trust service within the defined 
meaning of the word “profession”. 


But universal admission by the courts 
and the general public that modern trust 
service of a high standard may be tagged 
with the word “professional” will indeed 
be a hollow victory if such classification 
is not accompanied by certain fundamen- 
tal changes in the whole conception of 
professional trustees and their responsi- 
bilities. To truly professionalize this 
calling, the professional trustee must be 
enabled to shake off the enervating in- 
hibitions of judical and legislative dog- 
ma and be clothed with the “charitable 
presumptions’”!? of which other recog- 
nized professions have the benefit. 


Would Raise Standard 


HE defense of wealth against des- 

truction by modern economic forces 
requires not only skill and ability, but 
also the power to move rapidly in the re- 
quired direction. If the proposition is 
once admitted that financial experts can 
best regulate trust investment, then only 
a short additional step is required to 
permit professional trustees to be self- 
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regulatory, provided some assurance can 
be given that only those possessing the 
proper skill, character and responsibil- 
ity will be included among that group. 


Under such an arrangement, a profes- 
sional trustee would be held to that de- 
gree of skill, care and diligence, in hand- 
ling trust investments, as other profes- 
sional trustees commonly possess and ex- 
ercise in such matters, just as the lawyer 
and doctor are held to that standard 
common to their respective professions. 
This would raise the standard of care 
and skill from the “prudent man” level 
to the higher “professional man”’ level, 
and would give the trustee the elasticity 
of action necessary to cope with the swift 
pace of modern economic developments, 
all of which should be to the interest of 
the beneficiary. 


A fallacy inherent in the theory of 
legal lists of trust investment is that in- 
competent, reckless and financially irre- 
sponsible trustees will be curbed. By 
every process of reasoning these are 
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just the ones who will be least con- 
trolled by the statutes. The incom- 
petent trustee may not even know of the 
existence of the statute, his reckless 
brother trustee is more likely to ignore 
the statute than a cautious man, and the 
financially irresponsible trustee is not 
worried by the consequences of violating 
the statute, i.e., liability for losses. 

It is submitted that the widespread 
adoption of statutes regulating the in- 
vestments of trustees is in itself an ad- 
mission by the state that not everyone 
is qualified to act as a trustee, and, in- 
deed, that the average person is not so 
qualified. 


Protection to Competent Trustees 


T is no secret in financial circles that 

the reluctance of the courts to recog- 
nize immunity clauses and the sensitiv- 
ity of trust corporations to unfavorable 
publicity have combined to make such 
corporations the victims of legal black- 
mail in many cases where they have 
faithfully acted in their best judgment 
for the interests of the beneficiary, and 


have done just what the trustor intended 
that they should do with his property. 


The crux of the whole objection to 
exoneration clauses seems to be that such 
provisions permit ignorance, carelessness 
and neglect to creep into the fiduciary 
relationship unpunished. This criticism 
can be met by denying the right to act 
as trustee to all who have not demonstra- 
ted their ability and diligence in that 
function, or by invalidating all immun- 
ity clauses except those applying to such 
qualified trustees. 


By no stretch of the imagination can 
the good faith, honesty and honorable in- 
tentions of the trustee compensate the 
beneficiary for losses caused by a lack of 
skill or diligence in the trustee. Greater 
protection to the trustee could be made 
mutually fair by giving the benefit of 
the more lenient provisions of the law 
only to the trustee who has assumed his 
duties as a vocation, rather than an 
avocation, and who has proved himself 
to the State to be thoroughly equipped 
for the performance of his professional 
duties. At least, this would avoid the 
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fallacy of making integrity a substitute 
for ability. 


Government Supervision 


HOSE statutes and cases which in- 

volve an assumption that the corpor- 
ate trustee is superior in ability and fidel- 
ity to the individual fiduciary are pre- 
dicated upon an unstable and shifting 
base. Aside from their general reputa- 
tion as a class, which applies to all with- 
out differentiation between the good and 
the bad, trust corporations have but a 
single feature upon which such favor- 
able treatment by the law makers and 
courts could logically be justified, and 
that is the fact that corporate trustees 
are examined periodically by one or more 
governmental agencies having jurisdic- 
tion over banks. 


The greatest deficiency in present gov- 
ernmental supervision of trust corpora- 
tions is its preoccupation with routine 
details such as the type of records main- 
tained, custody of securities etc., and only 
recently has the scope of examinations 
progressed beyond the cursory stage.'* 
The most comprehensive set of regula- 
tions yet prescribed by a governmental 
supervisory body is Regulation F of the 
Board of Governors of the Federal Re- 
serve System relative to trust powers 
of National Banks. This provides that 
in granting trust powers to National 
Banks the Board is to consider “the qual- 
ifications, experience and character of 
the proposed executive officer or officers 
of the trust department” and “the nature 
of the supervision to be given to the 
proposed trust activities, including the 
qualifications and experience of the pro- 
posed trust investment committee.”!4 


Nowhere are any standards of educa- 
tion or training for these men set forth, 
nor are they required to submit to any 
comprehensive examination as to their 
fitness. Furthermore, there is nothing 
said about domination of the trust de- 
partment by non-trust men such as offi- 
cers who are primarily commercial bank- 
ers, which is a fruitful source of breach- 
es of trust.15 
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Remove Shackles 


OULD the physician be likely to 
apply advances in medical learning 
and technique if he were faced with the 
possibility of having to later convince a 
judge, who knew that the patient was 
dead, that the lamentable event was not 
due to his departure from time honored 
precedent as previously sanctioned by the 
courts? Certainly not. The physician’s 
first thought would be for his own pro- 
tection, and the welfare of the patient 
would be secondary. Medical science 
would soon become stagnated and doctors 
largely placed at the mercy of judges 
who were not trained in that profession. 
The recognition of a group of truly 
professional trustees would not be in 
hopeless conflict with the whole struc- 
ture of fiduciary service, but would be 
consistent with recent developments in 
the trust field. In fact, such recognition, 
accompanied by established standards 
for qualification by the trustee, would 
rationalize those developments which ap- 
pear illogical under present circumstan- 
ces. 

It is not here proposed that the inex- 
perienced, spare-time fiduciary should be 
denied his existence through the creation 
of a professional class who would have a 
monopoly in the field. Many situations 
may exist where the peculiar circum- 
stances of the case make a member of 
the family, a friend, or someone else not 
bound to strict professional standards, 
best suited to perform the functions of 
trustee. 

It is not proposed to change any of the 
present time-honored rules and principles 


CHICAGO « ILLINOIS 


which now govern the casual trustee. The 
suggested changes will apply only to 
those fiduciaries who have qualified under 
rigorous professional tests and stan- 
dards. 


Three Essentials 


f porery can be no doubt as to the 
power of the state to deny corpora- 
tions the right to engage in recognized 
professions.1® If the proposal is limited 
to those corporations which are specially 
chartered or licensed by the state, and 
continuously thereafter examined, super- 
vised or regulated to see that proper pro- 
fessional standards are maintained, the 
arguments against the corporation in 
professional fields lose much, if not all, 
of their logic and force. 


The whole problem of true profession- 
alization of trust service seems to lie in 
the formulation of some practical plan 
which will, (1) establish a proper system 
of standards on a uniform basis, (2) pro- 
vide machinery for the licensing and su- 
pervision of trust institutions under 
those standards, and (3) clothe the lic- 
ensees with beneficent legal presump- 
tions. 


Those seeking careers in the trust pro- 
fession should be subjected to close scru- 
tiny as to their character, just as appli- 
cants for licenses as lawyers and doc- 
tors are now, in most states, carefully 
passed upon by character committees. 


Personnel Requirements 


INCE the institution is judged by its 
head, the character requirements of 
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the executive trust man are doubly im- 
portant, and he should also be a public- 
spirited man, a community leader, and 
an exemplary citizen. It is implicit that 
the executive trust man should have a 
thorough understanding of fiduciary ser- 
vice in all of its ramifications, or he will 
be incapable of leading his organization 
properly or of formulating sound insti- 
tutional policy. 

The administrative man, as head of 
the trust department or of a division 
thereof, directs the policies of the depart- 
ment or division. He should have a 
working knowledge of law with emphasis 
upon probate practice, trusts, and wills; 
he should have comprehension of the 
principles and practices of accounting; 
he should understand the principles of 
investments; he should be able to analyze 
and understand the various types of fin- 
ancial statement; diagnose business ail- 
ments, prescribe their remedies, and be 
able generally to exercise the judgment 
of a man of substantial experience in bus- 
iness management. In addition to these 


matters of skill, the administrative trust 


man’s social attitudes should be those of 
patent sympathy for others and patience 
in the face of unreasonable demands, 
generously larded with a _ sense of 
humor.!7 

Technical trust men are those who 
handle the details of fiduciary service, 
including such specialists as real estate 
trust officers, trust investment officers, 
tax experts, accountants, bookkeepers, 
custodians, salesmen of trust service; in 
fact, the whole personnel of a trust de- 
partment other than the administrative 
officers in charge of the department. 
Their understanding should go beyond 
mere mechanical proficiency in following 
the beaten path. Many important mat- 
ters have small beginnings, and the ad- 
ministrative officer’s greatest problem is 
in having these obscure but important 
situations brought to his attention. 


National in Scope 


ECAUSE the adoption of a plan for 
true professionalization of trust 
service will probably increase outlay 
in salaries in order that competent men 
may be attracted to the profession, it 
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would be desirable to have the plan in- 
augurated simultaneously on a nation- 
wide basis so that all trust institutions 
will be on the same competitive basis. 
The supervising agency selected to 
regulate the profession should be given 
the authority to do the following: 
1—Prescribe general standards of per- 
sonal qualifications for those em- 
ployed in responsible positions by 
trust institutions, along the lines 
heretofore discussed. 
2—Create examining boards for each 
state which will examine the char- 
acter and ability of such employ- 
ees, according to detailed standards 
fixed by the boards, within the 
framework of the general specifi- 
cations fixed by the regulating 
body. 
38—Supervise and examine all trust in- 
stitutions to see that the standards 
as to qualifications of personnel 
and as to internal organization, as 
established by the _ regulating 
body, are adhered to. 


Shift Burden of Proof 


T has been stated that all trustees are 

now under a great handicap in con- 
nection with the burden of proof which 
they must carry when sued. It is within 
the proper scope of legislative function 
to change the existing rule as to burden 
of proof, as there can be no vested right 
in rules of Evidence.!® Since the law of 
trusts is entirely a matter of state law it 
would clearly be beyond the province of 
the Congress of the United States to 
attempt to legislate upon the matter of 
evidence in determining the liability of 
trustees. The Supreme Court of the 
United States has recently!® exploded 
the idea of a federal general common 
law or of the power of Congress to con- 
trol rules of common law applicable in 
a state. It is clear that the changes in 
the law of liability of trustees here con- 
templated must be by action of the state 
legislatures. 

Provision can be made in any proposed 
change of the law for the qualification of 
individuals or groups of individuals as 
professional trustees, much as the private 
banker may now qualify under banking 





laws. However, it is conceded that it 
would be difficult for an individual or 
a limited group to adhere to the stan- 
dards contemplated for professional 
trust institutions, since this would in- 
volve the establishment of somewhat 
extensive organizations and facilities 
which in turn require substantial capi- 
tal. 


Self-Regulation and Government 
Sanctity 


HE past half century has seen the 

establishment in this country of a 
basic trend tending to impose greater 
and greater social responsibility upon 
those who possess or exercise control 
over wealth and economic power. This 
trend has had its manifestation in the 
vast extension of federal power under 
the commerce clause of the Constitu- 
tion, in the imposition of graduated in- 
come ,estate, gift and inheritance taxes, 
in the creation and extension of the 
powers of the Federal Reserve System, 
in the whole array of “New Deal” meas- 
ures, and in many other ways. Nor are 
there indications that the trend has run 
its course. 

Barring a complete reversal of wide- 
ly accepted social conceptions, the finan- 
cial institutions of this country will not 
see the presently imposed governmental 
supervision relaxed, nor its extension 
impeded by mere protests that it breaks 
with tradition. Consequently, the plan 
here proposed should not be discarded 
merely because the idea of a bank or 
trust company president or chairman 
having to qualify before a regulatory 
body, and his tenure of office being sub- 
ject to abrupt termination, for cause 
shown, by the same body, is so at var- 
iance with the traditional methods of 
selecting such an executive. The plan 
should be considered in the light of an 
alternative to other developments that 
may be even more shocking to the tra- 
ditionalist. 

It is urgently submitted to the lead- 
ers in the field of fiduciary service that 
the abuses of the few will inevitably 
lead to the imposition upon the entire 
field of a greater degree of government- 
al supervision and control than at pres- 
ent. Let these leaders realize that the 
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experience of other professions, notably 
that of medicine, teach us that it is vir- 
tually impossible for a profession to be 
self-regulatory without the aid of the 
sanction of the sovereign. 
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“Let us hope that we will, be able to 
chart our course so that in this great 
democracy of ours we can use voluntary 
action rather than compulsion, self-con- 
trol more than law, a growth of public 
responsibility more than legislative en- 
actment, education more than force. In 
a word, that through wise educational 
policies we will be able to preserve our 
individual liberties and not succumb to 
any form of tyranny or collectivism.” 


HESE words from an address by 

Winthrop W. Aldrich before the 
Congress on Education for Democracy 
emphasize again those methods of group 
action which we associate with demo- 
cratic government and which we have 
come to value in this country because of 
the vast opportunities which they have 
presented for the exercise of initiative 
and the development of innate abilities 
on the part of the individual. Under- 
lying them are the premises that a 
democracy can endure only when its con- 
stituents (1) have a sufficiently broad 
education to understand the operations 
of the democratic processes in their basic 
economic and social relationships as well 
as to visualize clearly the significance of 
totalitarian, communistic or other altern- 
atives, and (2) have a stan- 
dard of moral values pre- 
dicated upon the ultimate 
welfare of the whole rather 
than the immediate welfare 
of each. 

But with economic and 
social phenomena increas- 
ing in their complexity, the 
difficulties of the average 
citizen’s understanding this 
criss-cross pattern of life 
grow apace. Confusion in 
his comprehension of gov- 
ernmental, economic and 
social phenomena produces 
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confusion in his moral values and he be- 
comes an easy prey of demagogues who 
promise a short cut to the solution of all 
his problems. It is not surprising that 
his beliefs and actions are motivated by 
what he thinks to be his own personal 
welfare, conceived in immediate, rather 
than ultimate terms. Such a tendency 
is greatly accentuated by evidence that 
persons in high positions of leadership 
and trust, especially in commerce and in- 
dustry, likewise have failed to under-. 
stand this composite of forces or have 
been actuated solely by their own mater- 
ial self-interest. 


Importance of Social-Economic 
Leadership 


T IS my profound conviction that in- 

telligent guidance of the important 
social and economic phases of modern 
life must come from broadly educated 
men and women who thoroughly under- 
stand the intricate interplay of power- 
ful forces and who are inspired by high 
ideals of professional service. Their 
standards of education and conduct in 
their vocations must command the re- 
spect of the public and they must keep 
the public informed as to the funda- 
mentals, thus enabling the 
lay citizen to extend his 
support intelligently. If 
any apology is necessary 
for a person not engaged 
in trust company work ac- 
cepting your editor’s invi- 
tation to explain to trust 
officers the significance and 
implications of setting up 
true _ professional stan- 
dards, it is this conviction 
coupled with the belief that 
your vocation is one that 
might well lead the way for 
the entire field of banking. 
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The term “profession” is often used 
loosely, sometimes being applied to a 
calling by persons engaged therein who 
seek by so doing to raise their own pres- 
tige. Obviously, professional recogni- 
tion for any given group of people is 
dependent upon more than nomencla- 
ture. Transference of terms from one 
group to another will nov long imply a 
transfer of the first group’s character- 
istic qualities unless such qualities ac- 
tually exist. Nor on the other hand is a 
professional status dependent upon gen- 
eral public acknowledgment thereof. 
Such a test would bar the way to new 
professional groups in a world where 
everything else is changing and where 
there is a crying need for many profes- 
sions which would in time be fully recog- 
nized by the public. 

The way out of this apparent dilemma 
is to set up qualifying standards for per- 
sons wishing to engage in certain types 
of work which will be so clearly on a 
parity with the standards now associated 
with recognized professions that the 
public will ultimately accord the same 


type of recognition to those who fully 


meet them. The implications of this 
procedure are that public acceptance of 
the new group in the long run hinges 
upon the quality of the personnel therein 
and the quality of the service rendered— 
not on what the group may call itself 
or an any of its publicity or advertising 
efforts. “By their works ye shall know 
them” may well be the motivating prin- 
ciple with professional recognition a by- 
product which will come when it is 
earned. 


Initiative to Preserve Private Control 


N SOME fields of personal service, 

notably medicine, law and accounting, 
the impetus for establishment of these 
standards came from the state but the 
prestige which various practitioners 
therein enjoy is to a large extent derived 
from the fact that they have gone be- 
yond the mere legal requirements. They 
have earned that prestige by their 
works. 

Although the inertia which tends to 
maintain the status quo is difficult to 
overcome so long as there is no great 
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agitation for change through govern- 
mental action, there are sound reasons 
why any group whose services are so- 
cially and economically indispensable, and 
which services require for their adequate 
fulfillment men and women with exten- 
sive education, wide experience and 
sound judgment, should take the initia- 
tive in setting up its own standards and 
developing the machinery for applying 
them. Not only will that action render 
governmental regulation unnecessary 
but it will avoid the problems of varying 
standards in different states and the pos- 
sibilities of political influence. It will 
also assure more rapid compliance with 
all the requirements commonly associated 
in the public mind with recognized pro- 
fessions. 

Accepting for the sake of argument 
the premises (1) that the trust officer’s 
functions under a capitalistic regime are 
sufficiently fundamental in their import- 
ance to warrant a professional status 
and (2) that the qualifications for such 
a status should be under private control, 
let us consider briefly the implications. 
Let us attempt in a general way to set 
up the framework of the qualifications 
essential for ultimate public acceptance. 
These must obviously be based upon 
those attributes which have become asso- 
ciated with the concept of a profession 
in the minds of professional and educa- 
tional leaders during many years. 

It is well to keep in mind the fact 
that the sine qua nons of a profession 
may be divided into two groups, one 
relating to the spirit in which the prac- 
titioner’s service is performed in relation 
to his client and others, and the second 
relating to the conditions of qualifica- 
tion. The former are relatively perm- 
anent in character, the latter change 
gradually. For the sake of clarity in 
thinking, they are here presented sep- 
arately. 


Characteristics of the Professional 
Spirit 
LTHOUGH the attitudes or domin- 
ant points of view respecting the 
obligations of professional men to their 
calling, their clients, their fellow-workers 
and the general public have been ex- 
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pressed in divers ways by writers in 
different fields, they differ little in sub- 
stance and may be summarized briefly 
as follows: 

To Society—A powerful underlying 
desire that the service of each member 
of the group, as well as of the group in 
its entirety, may make a real and dis- 
tinct contribution to the health, happi- 
ness, culture and general advancement 
of the human race. This is of course 
expressed in more specific terms for each 
profession but the goal must necessarily 
be socially sound and constructive. It 
implies an endeavor to understand and 
meet the needs of society as they change 
in order that the profession’s contribu- 
tion may continue to grow in vitality and 
adaptability. Completion of a profes- 
sional course of study should be regarded 
as merely the foundation for a life career 
in which constant emphasis must be 
placed upon the further extension of 
knowledge and greater wisdom in its use. 

To the Client—Subordination of the 
practitioner’s own financial interests to 
the aim of giving to each client the best 
possible service. This does not preclude 
the making of a comfortable living but 
by clearly recognizing that money-mak- 
ing can not be the direct objective of 
one’s efforts, it emphasizes the import- 
ance of ably and efficiently conducting 
one’s activities. The cart is kept behind 
the horse but if the horse is a top-notch- 
er, the cart follows. 

To Fellow Practitioners—Cooperation 
with fellow members in maintaining and 
raising professional standards. Implicit 
in this is acknowledgment of a debt to 


those who have gone before for the learn- 
ing and wisdom which they have passed 
on, and a desire to repay that debt by 
new additions to the body of knowledge 
made freely available to all. Implicit 
also is the avoidance of acts which un- 
fairly tend, for competitive reasons, to 
cast discredit upon the work of a fellow-' 
member and thereby create a doubt in 
the public mind as to the motives and 
qualifications of the entire group. This 
attitude is often reflected in codes re- 
stricting advertising or personal publi- 
city since activities of this type may 
lead to unjust comparisons, cut-throat 
competition and other detrimental re- 
sults. 


Certification Requirements 


T IS conceivable that a group of con- 

scientious and able participants in a 
vocation may have a true professional 
spirit and may, in conformity therewith, 
endeavor to equip themselves for the fin- 
est performance of their functions with- 
out formulating definite requirements 
for engaging in that vocation or devising 
any machinery for testing and certifying 
those who are adequately prepared. But 
either for the protection of the public 
against incompetents, as a means of 
guiding the public in its choice of ad- 
visers, as a basis for selecting and stim- 
ulating able men and women to engage 
in the calling, or for regulating practices 
of members so that their activities may 
be conducted on a dignified and ethical 
basis, it has become the universal cus- 
tom to set up specific standards and to 
base certification of members upon their 
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attainment. These standards ordinarily 
relate to moral character, age, education 
and experience. 


To define in exact terms what these 
standards should be for any given group 
is impossible, as they are not inflexible. 
On the contrary, they have gone through 
an evolutionary process in all recognized 
professions. But conceding that the 
standards were not very high during the 
formative periods of these professions 
does not warrant the conclusion that a 
new professional group could today start 
on the same earlier plane. The level 
attained by the longer established pro- 
fessions after many years of progress 
must be substantially the starting basis 
for other groups if they wish their claim 
for a professional status recognized. 
Concepts are relative and the term “pro- 
fession” carries with it certain implica- 
tions as to preparation in the 20th cen- 
tury which it did not have in the 19th 
century. 

After all, it is only human for a recog- 
nized professional group to judge a new 
movement by its own current require- 
ments and it is not apt to be very lenient 
in making concessions for the latter’s 
youth. The following suggestions as to 
possible requirements for certification 
may therefore be regarded in the nature 
of minima. They substantially approxi- 
mate the requirements which have been 
met by the great majority of lawyers, 
Certified Public Accountants and Char- 
tered Life Underwriters now practicing, 
and yet are capable of attainment by 
any person now engaged in trust work 
who has an aptitude for his calling and 
is willing to make a reasonable sacrifice 
of time and energy. 


Basic Factors 


(1) ORAL CHARACTER — This 

is a requirement which is not 
susceptible of quantitative measurement 
but which, in general, relates to the con- 
formity of the individual to the laws 
and conventions of society, and in par- 
ticular, relate to his conformity to the 
ideals and accepted principles of the 
group with which he is associated. The 
latter may already have been embodied 
in a so-called “Code of Ethics,” but if 


TRUSTS and ESTATES—May 1940 


not, they are derivable from the tradi- 
tions and experiences of the group. 

(2) Age—The minimum age for cer- 
tification would appear to be 21 as that 
is the age at which the individual reach- 
es his legal maturity. A somewhat high- 
er age is prescribed in most professions 
but as a practical matter this is not of 
great significance since the time required 
for meeting the usual educational and 
experience prerequisites will.result in an 
actual age of 24 or 25 for certification. 
Aside from the legal phase of the can- 
didate’s capacity to enter into contracts, 
a minimum age for taking professional 
examinations is in the best interest of 
candidates by preventing them from 
going ahead until they have had an op- 
portunity for attaining a measure of 
maturity in thought and experience. 


(3) Preliminary Education—The level 
of education among the people who are 
served by professional groups has risen 
to such a point in this country as to 
make graduation from a four-year high 
school, or establishment of its legal 
equivalent, the minimum prerequisite if 
recognition of a professional status is 
desired. Further, a substantial portion 
of the instruction for most professions 
is now conducted by higher institutions 
of learning which universally insist 
upon high school graduation for admis- 
sion. Even more basic is the fact that a 
general background in secondary schools 
is essential to an adequate grasp of the 
subject matter in the professional field 
itself. The prevailing tendency in the 
established professions is to raise this 
prerequisite. College graduation is a 
common requirement in medicine today, 
and at least two years of college is today 
the minimum prerequisite for law in 34 
states. Similar requirements will go 
into effect in five additional states within 
the next three years. 


Educational Basis 


(4) ROFESSIONAL Education 

(scope) — If members of a pro- 
fessional group are to receive the best 
possible education for their work, it is 
essential to define with some degree of 
precision the fields of knowledge with 
which they should be acquainted. In the 
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professions having to do with business 
or financial activities of mankind, these 
may in part be general and comprise 
those subjects which will help the indi- 
vidual to understand better the economic, 
social and governmental environment in 
which he lives and works, and thereby 
enable him more readily to adapt his own 
functions to a changing environmental 
pattern. In part, they will of necessity 
be vocational and embrace those sub- 
jects which are essential to accurate an- 
alysis and soundest handling of the cases 
which fall within the given domain. 
Since the subject matter prescribed for 
trust work should be that which would 
enable a trust officer to carry on his acti- 
ities in the light of the best available 
scientific knowledge, its selection should 
be guided by an analysis of the functions 
which are, or should be, performed by 
the competent leaders in trust work. The 
writer has not made such a study and 
is therefore not suggesting a specific 
program. However, he is personally 
convinced that in addition to a command 
of written and spoken English, the mem- 


bers of any profession which has to do 
with financial or business activities 
should have a good knowledge of the 
general subjects or the so-called social 
sciences (economics, government and 
sociology). 

All such professions should likewise 
include a common core of such subjects 
as commercial law, corporation finance, 
banking and credit, investments and 
possibly accounting principles. To this 
foundation should be added the more 
specialized subjects essential to an ex- 
pert service to clients. Some of these 
which come readily to mind are the law 
of wills, trusts and estate administra- 
tion, taxation, estate accounting, prop- 
erty management and insurance, but 
there are doubtless a number of others 
which careful study might show to be 
equally essential. 

Education in these subjects, especially 
those of the last two groups, should have 
a dual emphasis—first, upon a mastery 
of fundamental principles, and second, 
upon training in their application or use 
in the handling of practical cases. 
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Every person who is advising on 
trusts should have a good background of 
legal knowledge. However, good trust 
service involves an understanding of 
other fields as well. Whether the head 
of a trust department is a lawyer, a 
banker, or something else doesn’t seem 
to me as important as whether he and 
the others who are performing trust 
functions have the comprehensiveness of 
educational background and experience 
which are necessary to render a well bal- 
anced service. 

(5) Professional Education (how ob- 
tained)—Attendance at a professional 
school for a prescribed number of years 
is now a characteristic eligibility require- 
ment for some of the long established 
professions, but this type of requirement 
would work a real injustice on able men 
now engaged in their vocation during 
the early stages of professional move- 
ment and would unnecessarily delay its 
progress. Moreover, if examinations for 
certification are comprehensive, thorough 
and well administered, compliance with 
this formality is not an essential safe- 
guard of the public interest. Neverthe- 
less, as a new generation comes on the 
scene, this requirement has merit in em- 
phasizing the more rapid and efficient 
means of preparation and, accompanied 
by a suitable plan for accrediting pro- 
fessional schools at which attendance 
will be accepted, serves the purpose of 
better equipping those who have the in- 
nate capacity for success, and eliminat- 
ing those who do not. Being applied to 
persons contemplating a given career, 
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courses in the undergraduate college per- 
iod may be directed towards the desired 
end. 


Uniformity of High Standards 


(6) OMPREHENSIVE ~ examina- 

tions — A series of written 
comprehensive examinations to test a 
candidate’s knowledge and his working 
use of it is the most satisfactory basis 
for evaluating preparation in the early 
years of a professional movement. But 
even when a formal professional school 
education is a prerequisite, and the exam- 
ination passing ratio rises so that grad- 
uation from an accredited school is prac- 
tically tantamount to guarantee of ability 
to pass the examinations, the very exist- 
ence of well prepared and properly ad- 
ministered examinations tends to main- 
tain standards of preparation on a high 
level, and to establish nation-wide uni- 
formity. 

It may be conceded that written exam- 
inations are not a perfect method of de- 
termining the breadth and depth of a 
candidate’s preparation, but they do have 
the advantages of permitting supervi- 
sion which requires each candidate to 
do his own work, of eliminating personal 
bias by concealing the identity of the 
candidate from graders, of standardiz- 
ing preparation and grading on national 
basis and of clearly separating this fac- 
tor from the other factors which enter 
into the award of a professional designa- 
tion. 

(7) The experience factor—Although 
a well prepared professional examina- 
tion does emphasize the ability of a can- 
didate to work back from a given case 
or problem to the principles in various 
fields of knowledge which may have a 
bearing on its solution, together with 
the ability to organize and present this 
solution in a sound manner, a prescribed 
period of satisfactory practical exper- 
ience is an almost universal requirement 
for attainment of a professional desig- 
nation. This period is three years for 
Chartered Life Underwriters but in some 
professions is even longer. Such a re- 
quirement is an added assurance to the 
public of fitness and of permanency. 
Detailed interpretation of the term “sat- 





isfactory” as applied to experience is of 
course essential if it is to have any real 
meaning. 


Immediate Administrative Essentials . 


F COOPERATION of educators and 


leaders in other professions is to be 
sought during the development of a new 
movement and if ultimate acceptance of 
a professional status by the general pub- 
lic is to be warranted, it is of course 
necessary that announced standards be 
clearly defined and up to a given parity. 
But it is likewise important that these 
be impartially administered without fear 
or favor by an autonomous non-profit or- 
ganization devoid of business affiliations. 
Honorary designations or waiver groups, 
exemptions and exceptions should have 
no place in the program. Every one 
should be required to earn his right to 
admission by complying fully with all 
the rules. This policy may be disappoint- 
ing to some who believe, perhaps quite 
sincerely, that those now in active work 
should be given special treatment, and 
the higher standards applied only to new- 
comers. But acceptance of their belief 
would involve delay of at least one gen- 
eration. 

The only people who would appear to 
have justifiable grounds for feeling that 
the recommended policy is discrimina- 
tory are the older, experienced trust men 
who have borne the heat and burden of 
the day in the past. Some of these will 
of course meet the newer standards. 
Others will not be detrimentally affected 
by them as their position in the com- 
munity is already secure and they will 
have passed off the scene before public 
recognition of the new professional 
status becomes general. Some of them 
will no doubt, as was the case in life un- 
derwriting, give freely of their abilities 
and funds for the good of the cause even 
though they never expect to meet the 
requirements for certification. It was 
the unselfish spirit of just such men 
which made the C.L.U. movement a fine 
reality. 

In fairness to the older, experienced 
group who have made a real contribution 
to trust progress, but who may not qual- 
ify under the new standards, as well as 
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in conformity with a true professional 
spirit, every effort should be made to 
avoid appearance of class distinction. 
The emphasis should be directed towards 
improving the quality of service to the 
public, not in telling how good the in- 
dividual is. If this principle is adhered , 


to rigidly, the transitional period will be 
bridged over with a minimum of friction. 

Assuming that a sufficient number of 
leaders are willing to accept the inherent 
obligations of a professional status, and 
are disposed to lend their aid in influen- 


cing others to do the same, and are will- 
ing to provide the relatively small finan- 
cing necessary for setting up the admin- 
istrative machinery on a sound basis, the 
time to begin would appear to have ar- 
rived. And, to paraphrase the familiar 
specie resumption comment of 1879, the 
way “to begin is to begin.” 


Banks Pay Overtime 


The Manufacturers Trust Company and 
the Central Hanover Bank & Trust Com- 
pany, both of New York, paid their employ- 
ees approximately $9,000 overtime, in a pre- 
cedent-setting move for banks and similar 
organizations concerned with paying over- 
time. This voluntary action constitutes a 
tacit admission that they are covered by 
the wage and hours provisions of the fair 
labor standards act. 

George B. Kelly, regional director of the 
wage and hour division said, “The action of 
these two banks cannot help but set a salu- 
tary example to other banks and firms con- 
fronted with similar problems, and is deep- 
ly significant of an increasing spirit of co- 
operation and acceptance of fair labor 
standards on the part of the responsible 
business elements in the community.” 
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Customer Relations Training 


PROGRAM of constructive customer 

relations was inaugurated in the 
autumn of 1935 by the Riggs National 
Bank of Washington, D. C. Its purpose 
was to improve employee efficiency and 
disseminate information relative to 
Banking and Trust Department activi- 
ties. The bank’s president, Robert V. 
Fleming, in initiating the program, 
stated that its purpose was to “take the 
mystery out of banking’, and educate 
officers and employees in the art of meet- 
ing the public, and generally to stimulate 
the morale of the bank’s working force. 


As the idea was a comparatively new 
one, the bank employed an expert at the 
outset. Half-hour classes were conduc- 
ted once a week from October until 
April, the lectures covering the practical 
phases of public relations. A condensed 
summary of the lectures was printed and 
each employee given a copy. The expert 
also conducted a course in public speak- 
ing for a selected number of employees. 


After a year under the direction of the 
expert, plans were consummated to con- 
duct the program under the auspices of 
the employees themselves, with super- 
vision by the official staff of the bank. 
A council of fifteen employees and three 
officers was formed, known as the Custo- 


mers Relations Council. This Council 
consists of one employee from each 
branch of the bank and eight employees 
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from the main office. Provision was 
made for periodic elections, so that Coun- 
cil members would rotate, and eventually 
every employee would serve on the Coun- 
cil. The Council elects a Chairman from 
its membership, who serves in that 
capacity for one year. 


The Council is charged with the pre- 
paration and execution of the Customers 
Relations program for the current year 
during which it serves. In the 1936-37 
season, employees and officers of the bank 
were selected as the speakers, who dis- 
cussed vital and interesting phases of 
the bank’s work. The Trust Depart- 
ment contributed speakers who discussed 
the Trust Department operations in a 
non-technical manner, and concrete sug- 
gestions were made as to the manner in 
which the Banking Department and the 
branches could contribute to the growth 
of the Trust Department. 


Program Expanded 


The 1937-38 program was changed 
from afternoon meetings to periodic 
evening meetings in an auditorium out- 
side the bank, and while officers and em- 
ployees were again the speakers, the sub- 
jects were broader in scope. In the 1938- 
39 season, the program was expanded to 
include certain outside speakers as well 
as dramatic skits by the employees. The 
1939-40 season has consisted entirely of 
outside speakers selected for their abil- 
ity to present their subjects in an inter- 
esting and entertaining manner. 


One interesting and important feature 
was the motion picture entitled “Sixty 
Thousand a Day’, showing how a bank 
clears checks. This film was produced 
entirely by the employees of the bank 
without outside assistance, and tells, in 
a simple and easily understood manner, 
what goes on behind the scenes of a mod- 
ern banking institution. The film has 
been in great demand locally, particular- 
ly from schools, clubs, and like organiza- 
tions. To date, it has been shown fifty- 
two times to audiences totaling over 15,- 
000 people, while three copies of the film 
have been prepared and sent out of town 
to other banks, financial organizations, 
schools and other interested parties. 
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HILE trust institutions have exist- 

ed in the United States for more 
than a century, trust education has been 
a development of comparatively recent 
years. Like trust institutions them- 
selves, it had a limited and local, if not a 
humble, origin, and like them, also, it 
has grown and spread its broadening 
influence until today it reaches into al- 
most every part of the country. 


The earliest work! in the field is said 
to have been done by Orrin R. Judd of 
the old Knickerbocker Trust Company, 
later with the Irving Trust Company of 
New York City. On October 22, 1901 
he delivered a lecture before Manhattan 
Chapter, A. I. B. (later merged with 
New York Chapter), entitled “The Bank 
and the Trust Company.” There had 
been some chapter lectures earlier than 
this upon subjects of special interest to 
the employees of trust companies, but, 
says the Notes, “to Orrin R. Judd... 
goes the honor of being the pioneer lec- 
turer and instructor in trust work.” In 
the chapter year 1905-06 he also deliver- 
ed two lectures, entitled ‘National Banks, 
State Banks, and Trust Companies,” and 
the following year gave a course on “The 
Organization of National and State 
Banks and Trust Companies.” Again in 
1915-16 Mr. Judd, A. F. Maxwell of the 
National Bank of Commerce, and Dr. C. 
W. Gerstenberg of New York University 
collaborated in giving a course which in- 
cluded “Trust Company Functions.” 


Many other lectures were given in the 
general field of trust education between 
1905 and 1911. Among the men who 
contributed of their time and energies 
to this pioneer work were Dr. George J. 
Bayles of the Lincoln Trust Company, 
Arthur Ferry of the Title Guarantee and 
Trust Company, and Howard Bayne of 
the Columbia Trust Company. 


1. For this information the writer is indebted 
to New York Chapter Notes, May 1934. 


Forum and First Specialized Courses 


SECOND pioneering step was taken 
by New York Chapter in the fall of 
1917, when its first Trust Company For- 
um was organized. Irving H. Meehan of 
the Farmers Loan & Trust Company was 
chairman of the organization commit- 
tee. An active interest was taken in the 
movement by Orrin R. Judd, Daniel S. 
Remsen, author of “Remsen on Wills,” 
and Albert Breton and F. J. H. Sutton 
of the Guaranty Trust Company. This 
forum activity was continued in 1918, 
1919 and 1920. . 
In the spring semester of the chapter 
year 1920-21 there was undertaken in the 
same chapter a systematic study of the 
trust company. The instructor was 
George A. Kinney, then of the Trust 
Department of the Chase National Bank. 
He taught this course, with but a single 
break, each year until 1927 and was for 
some years also an examiner in the trust 
course later organized and offered by the 
Correspondence Chapter of the Ameri- 
can Institute of Banking. 

Other specialized courses for the bene- 
fit of trust company employees were 
given in 1921-22 and later years; in the 
fall of 1923 New York Chapter estab- 
lished a three-year curriculum in trust 
work, increased in 1930 to a four-year 
curriculum. Here, indeed, was a ven- 
ture in trust education. 


The West Coast Pioneers 


N 1923 there had been created in the 

city of Seattle an organization of 
trust men who devoted themselves in 
monthly meetings to the free discussion 
of trust problems. Here, in an informal 
way, was another educational venture in 
trust work. 

Meantime, also out in the Northwest, 
another pioneering development was in 
process. Reference is made in the report 
of the Third Regional Trust Conference, 
August 1925, to Mr. R. W. Sprague, now 
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with The National Bank of Commerce of 
Seattle, who had conducted a course in 
which “he runs the whole gamut, from 
the beginning of the organization of the 
corporate fiduciary, right through all the 
processes.” At the same time the New 
York office of the Trust Company Sec- 
tion of the American Bankers Associa- 
tion had prepared a list of books bearing 
upon trust company work and had dis- 
tributed “thousands of copies” of this 
list to interested parties. Evidently the 
seed was beginning to germinate, to say 
the least. 


By 1925 a still further piece of pion- 
eering was being done in the field, for it 
was in this year that the United States 
National Bank of Portland, Oregon, be- 
gan a course of training for the employ- 
ees in its trust department. Meetings 
were held each morning from 8:30 to 
9:00 throughout the year, with the ex- 
ception of Saturdays and the vacation 
period. Attendance was compulsory. A 
comprehensive reference library was es- 
tablished by the institution, and the em- 
ployees were encouraged to use it freely.” 
Besides giving its employees a general 
training in the work of a trust company, 
the course was later adapted to train 
them also in the particular work of the 
department in which they were employed. 


In ensuing years many institutions on 
the Pacific coast developed employee- 
training courses which also were of an 
educational nature. Some had as their 
main objective the development of new 
business for the institution; others had 
a more comprehensive aim. But all had 
the desirable effect of increasing, among 
their employees, knowledge regarding 
the nature and the functions of the trust 
institution. A list of these institutions 
would include, in Los Angeles, The Title 
Insurance and Trust Company, The Cali- 
fornia Trust Company, The Security- 
First National Bank, and The Citizens 
National Trust & Savings Bank; in San 
Francisco, The American Trust Com- 
pany, The Bank of America of Califor- 


2. Proceedings, Eighth Regional Trust Confer- 
ence, August 1930: A Review of Educational 


Plans in Trust Work, by G. Elmer Jennings. 
August 1930 Trust Companies 228. 
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nia, The Bank of Italy National Trust 
& Savings Association, and Mr. Jen- 
nings’ own institution, the Wells Fargo 
Bank and Union Trust Company. 


In the year 1925-26 San Francisco 
Chapter, A.I.B. offered a course in Trust 
Functions, based upon an outline of 
about one hundred pages. This course 
was attended by approximately 150 peo- 
ple. 


The courses of the Central Hanover 
Bank and Trust Company, New York, 
for the employees in its own and corres- 
pondent trust departments, is another 
example of trust education. 


First Textbook for Chapter Study 


T was also in 1925 that the American 

Institute of Banking projected its first 
text in this special field of education. At 
the Seventh Mid-Winter Trust Confer- 
ence the National Educational Director 
of the Institute, Stephen I. Miller, asked 
the Trust Division to appoint a commit- 
tee of three or five men who should “‘dis- 
cuss the set-up of a special course in 
trust functions for the larger chapters 
of the Institute throughout the United 
States.” 


The result was the production in 1927 
of the Institute’s first textbook in this 
subject, Trust Functions. It was written 
by Robert Mayer, as Assistant Trust 
Officer of the Provident Trust Company 
of Philadelphia, and was based on an out- 
line prepared by William H. A. Johnson, 
at the time Assistant Secretary of the 
Continental and Commercial Trust and 
Savings Bank, Chicago. Earl I. Vaugh- 
an, then of the Fidelity National Bank 
and Trust Company, Kansas City, Miss- 
ouri, Leroy A. Mershon, as Secretary of 
the Trust Company Division of the A.B. 
A., and Richard W. Hill, National Secre- 
tary of the American Institute of Bank- 
ing and a member of the New York Bar, 
should be given credit for their valuable 
cooperation in the production of this 
pioneer textbook. The text was used ex- 
tensively throughout the country, and by 
1929 about 1,600 students had enrolled 
in the Institute course in this subject 
offered by various chapters, a number 
which had grown to 5,900 by 1933. 








The next step, again in the nature of 
pioneering, was taken in 1931 when the 
Trust Division of the American Bankers 
Association appointed a Committee on 
Trust Education, under the leadership 
of Gilbert T. Stephenson. There were 
eight members of this committee (see 
preface to Trusts I). They secured 
material for specific chapters of the man- 
uscript for a new text from trust men all 
over the country. While still in manu- 
script form, this was used in Chicago, 
Los Angeles, Philadelphia, and Rich- 
mond chapters of the A.I.B. Trust men, 
teachers, and students all over the 
United States contributed criticisms and 
suggestions. After going through this 
crucible, it emerged in two volumes, 
Trust Business I and II, which have been 
the Institute’s texts since then. This 
year, 1939-40, about 850 students are 
enrolled in the two courses. 


Graduate School of Banking 


HE next step forward in trust edu- 

cation—and it, too, was a pioneering 
venture—was taken when The Graduate 
School of Banking was established. This 
school, conducted by the American Bank- 
ers Association, continues onward from 
the Trust Business courses offered in the 
American Institute of Banking and takes 
up the managerial and legal aspects of 
the trust business. Here are discussed 
“the advanced problems which come be- 
fore the policy-determining officers of 
trust institutions for decision.” It is 
not a textbook course in any sense of the 
word. The teaching material used for 
the managerial aspects has been evolved 
by Gilbert T. Stephenson, and the mater- 
ial for the legal aspects, by Dr. Austin 
W. Scott of Harvard. 


Here is a departure in adult education 
that is possibly without a parallel— 
where men of professional and semi-pro- 
fessicnal status, and whose average age 
is high, come for a strenuous two-weeks’ 
session during three successive summers, 
do almost two years’ work in extension 
problems in the field of trusts exclusively, 
write an original thesis, and pass an oral 
examination on the subject matter of the 
thesis—all this, in order to obtain a dip- 
loma of The Graduate School of Banking. 
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These are the trust “majors.” Their 
number has grown from 1935 to 1940 as 
follows: 28, 67, 97, 117, 130, and 136. 
There are, in addition, the trust “min- 
ors,” who do much less work but who are 
nevertheless vitally interested in trust 
education at the G.S.B. Their number, 
during the same six years, has totalled 
378. 

The number of trust “majors” who 
have received diplomas are as follows: 
1937-25; 1938-29; 1939-34. These 88 
men represented 75 institutions. 

There can be little doubt that the 
theses being written by the trust majors 
in The Graduate School of Banking will 
help to develop a body of basic modern 
trust literature that will prove invalu- 
able in the years ahead. 


A Nation-wide Program 


NE further piece of pioneer work in 
trust education calls for mention. In 
recent years Gilbert T. Stephenson has 
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traveled extensively throughout the Uni- 
ted States conducting “Trust Weeks’* 
in various cities. These are held under 
local sponsorship and in conjunction with 
local chapters of the American Institute 
of Banking. If there is a local law 
school, he lectures there on various legal 
phases of trust work, such as the draft- 
ing of wills. He frequently .addresses 
joint meetings of trust men, attorneys, 
and life insurance men. Quite often, too, 
he speaks before civic clubs on the mak- 
ing of a will or a similar topic. In addi- 
tion, he counsels with trust institutions 
and with individual officers, including 
the presidents, of these institutions. In 
this way there is a constant program of 
trust education going on in one section 
after another of the country. 


From a modest beginning in 1901 in 
New York Chapter of the American In- 
stitute of Banking, trust education has 


*Trust Research Weeks have thus far been 
held in 19 states including Maine and Ten- 
nessee where meetings were scheduled for 
Portland and Bangor, and Nashville and 
Memphis, during the month of May. The 
statewide or trade area trust conference is 
an outgrowth of the Research Week idea, 
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thus, in less than forty years, become a 
nationwide activity. Sometimes the ob- 
jective has been one of merely develop- 
ing a better informed institutional per- 
sonnel for the individual company. Some- 
times it has been a matter of developing 
sales ability in order to bring new busi- 
ness to the institution. But even if these 
objectives still exist in some cases, it is 
also true that for employees and officers, 
both through the institute and through 
the Graduate School, there has been de- 
veloped a program of trust education 
that is giving to trust institutions a staff 
of men thoroughly trained in the organi- 
zation, operation, management, and legal 
aspects of their work. And the fore- 
sight that has developed trust education 
to its present high standards is not likely 
to rest upon its laurels; the future will 
see still further steps taken to assure the 
surpassing of the standards already 
achieved. 


and has been useful in those sections where 
a full week of activity would have been im- 
practical. The stars on the map below 
represent cities in which Mr. Stephenson has 
held Trust Research Weeks; the dots places 
where he has conducted one-day statewide 
or trade area conferences, or has spoken. 
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COMPLETE TRUST SERVICE IN GEORGIA 
through ten offices in six cities 


Trust Education Growing in Common Law Countries 


RUST education, as an organized, 

directed instruction on trust busi- 
ness subjects through classroom work 
and examinations, and leading to diplo- 
mas or degrees, is being carried on at 
the present time only in the United 
States and England, states Gilbert T. 
Stephenson, in the chapter on Trust Edu- 
cation in his forthcoming book, “Trust 
Business in Common Law Countries.” 
However, in the sense of instruction 
through occasional lectures and writ- 
ings, it is found in all the other common 
law countries. 

In England, trust education is spon- 
sored by the Institute of Bankers which, 
however, does not conduct the courses 
but merely prescribes terms and condi- 
tions and gives the examinations. The 
courses are offered by accredited schools 
throughout the country. (For further 
details, see article by Prof. Hinton in 
this issue.) 

Although no formal trust education is 
being conducted in Scotland and Ireland, 
Mr. Stephenson reports the beginnings 
of such education through articles and 
addresses which appear in the journals 
of the respective Institutes of Bankers. 

The absence of a formal educational 
program in Canada is attributed by the 
author to the dissociation of trust and 
commercial banking, for as he points 
out trust business would be the benefic- 
iary of any program which commercial 
banking, as its associate, would carry on. 

While there is no formal outside trust 
education in New Zealand, the Public 
Trust Office has for many years empha- 
sized the special training of its staff, al- 
most all of whom are solicitors and bar- 
risters and accountants (having passed 
examinations) or are presently engaged 
in the study of law, accountancy and 
commerce. The majority of the staffs 


of the private companies attend the uni- 
versity at the commencement of their 
career and take either the Accountancy 
or Bachelor of Commerce course which 
contains a considerable amount of trust 
law. 

Australia has a system of formal bank, 
but not trust education, Mr. Stephenson 
writes, although the syllabuses of the 
Accountancy Institutes provide for in- 
struction in trust law and fiduciary ac- 
counts. ; 


United States Pioneers 


Trust education in the United States 
began about 1901 under the auspices of 
the New York Chapter of the American 
Institute of Banking. In 1915 this Chap- 
ter established a trust company forum 
and five years later instituted a separate 
course in Trust Functions. In 1920 also, 
the Chicago Chapter inaugurated a trust 
course. The following year, William H. 
A. Johnson became the instructor and he 
prepared the outline on which the first 
textbook on trust business was written, 
Mr. Stephenson states. After many re- 
finements based on experience and the 
work of the Committee on Trust Educa- 
tion, A.B.A. the presently used books, 
Trust Business I and II, were published 
in 1934 and 1935. 

In the latter year, the Graduate School 
of Banking was organized to extend the 
work of the A.I.B. Four courses in 
Trusts—a major and a minor course each 
in trust business and trust law—are 
offered. (For further details on trust 
education in the United States, see ar- 
ticle by William Irwin). 

Thus, concludes Mr. Stephenson, while 
the United States did not lead in the in- 
auguration of banking education, to it 
belongs the credit for leadership in the 
field of trust education. 





Legal Education and the Trust Officer 


PHILIP J. WICKSER 


Of Palmer, Houck & Wickser; Buffalo, N. Y.; 
Member, New York State Board of Law Examiners; Director, Marine Trust Co. 


EGAL education may vary greatly 

in character and extent. It may be 
wide or narrow in content. In its wid- 
est range, it transcends the mere eluci- 
dation of rules, forms and precepts, and 
endeavors to develop in the student a 
comprehension of the philosophy of the 
law and the art of its application. Law, 
as one of the social sciences, is a branch 
of sociology. It is not concerned with 
new and shifting social values until the 
advisability and practicability of their 
enforcement arises as a social problem. 
At such times, the law must seek to re- 
distribute rights, advantages and bur- 
dens, whether they pertain to groups or 
to individuals. 


Such redistributions call for new or 
altering patterns of behavior, to which 


the groups or individuals concerned must 
be persuaded or forced to conform. Since 
the body of recorded law is also an index 
which the race has compiled, consistency 
and change must be made to inter-act 
harmoniously, and vested ideas, so easily 
thought of as vested rights, may not be 
distorted thoughtlessly. Functionally 
efficient law reduces social friction, and 
aids the whole group in its effort to make 
the environment yield the highest pos- 
sible return. 


But the law and the lawyer are differ- 
ent things, as are, indeed, law and jus- 
tice. Justice deals with absolute values 
in terms of the present. It makes no 
concessions. It implies that if a judge 
were as wise as Solomon, or wiser, he 
could discover a universal harmony, abso- 
lutely true as between the parties, and 
by means of which their problems could 
be resolved without compromise. It is 
concerned only with the parties as be- 
tween whom justice cries out to be done. 


Unfortunately, the law has discovered 
that the facts in two situations are never 
identical, yet the law must construct gen- 
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eral rules which assume that they may 
be. In this attempt it must seek wisdom 
from the past, hazard predictions as to 
the future, and hope that justice, in the 
immediate instance, may fairly be said 
to have been done. 

Justice is not law, yet justice could not 
exist without law. The law, likewise, is 
conditioned by its agent, the lawyer, and, 
to-day, in no small part, by a new 
agent, the trust officer. The law in 
books is one thing, and the law in action 
is another. The law of libel, for in- 
stance, makes the utterance of certain 
words actionable. Enterprising research- 
ers in one jurisdiction, however, discov- 
ered that juries, also agents of the law, 
very generally found for the defendant. 
What, then, is the law of libel in that 
jurisdiction, in fact? 


Turning Character to Account 


HE agents, therefore, are impor- 

tant; as important, no doubt, as the 
sergeant of the platoon, in the carrying 
out of ideas and commands. As the fixed 
wealth of a country increases, the wish- 
es of the dead more and more control the 
condition and the activities of the living. 
In this enterprise the hope of the dying 
is the trustee. Of increasing import- 
ance is his role, and of increasing im- 
portance is it that he, by study and a 
wise comprehension, shall deeply under- 
stand the grand outlines of the law, and 
the social concepts it has forged; and, 
likewise, the individuals to whose situa- 
tions he must apply them. 

As a help to that end, a legal education 
will mature the strength and the fine 
qualities of a student. Lacking strength 
or character, it will not matter greatly 
whether he studies law or not. Educa- 
tion, after all, is but vicarious experience 
of selected types, which schools exist to 
afford to those in whose minds there are 
doors to be opened. Reflective minds may 





gain equally stimulating and broadening 
experience elsewhere. When they have 
condensed it to useful proportions, it is 
innate stability and the capacity for dis- 
ciplined action, which divide the great 
from the small. Those qualities the 
schools do not engraft. 


It would be idle, however, to imply that 
technical proficiency is valueless. It must 
be acquired somehow, or the beautifully 
educated philosopher will turn visionary. 
Inasmuch as a large part of the routine 
effort of both the lawyer and the trust 
officer is consumed by administrative ac- 
tivities, a knowledge of the rules, the 
procedure and the minutiae of the law of 
trusts speeds work, checks errors, and 
may even impart a graceful quality to 
never-ending repetitions. 


Two Kinds of Learning 


LEGAL education, taken with meas- 

ured step, and for its own sake, will 
not only engender an understanding of 
the philosophic and basic social outlines 
of the law. It will bring forward, in 
orderly array, and set for quick absorp- 
tion, the multitude of minor rules which 
form the technique of any endeavor, be 
it professional or commercial. A legal 
education, on the other hand, of which 
it is demanded only that it shall imprint 
upon a memory book quantities of un- 
related facts and many practical rules 
of thumb, is not an advantage, it is a 
detriment. The law will not subordinate 
itself to accountancy, nor to the purely 
administrative elements of trust work. 
The law will pay back what is put into 
it. Not much more. It has a way of 
confusing, and then belittling, or even de- 
stroying, those who flirt with it. 

But to the trust officer, a sound legal 
education may yield a handsome reward. 
As he struggles to learn the larger social 
objectives of the law, its minor rules will 
find their own way into the pockets of 
his mind. For him, there will be laid 
the foundations for an understanding of 
the basic concepts which the law has 
forged during many centuries. 

These concepts were forged because 
they were useful for the advancement of 
the social whole. One of them was the 
fiduciary concept. Another was the corp- 
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orate form. In the field of property, 
equity fashioned the fiduciary concept 
many centuries ago to accomplish two 
things: to preserve capital and to insure 
for the less capable the benefits of a per- 
sonal relationship as a check against the 
impersonal, contractual elements in hu- 
man transactions, which the law empha- 
sizes. 


Study the Underlying Forces 


HE use of the corporate form grew 

rapidly during the eighteenth century 
with the rise of the law merchant. It 
was a legal concept. The fiduciary con- 
cept never was imposed upon it, and the 
relationships it envisaged were left im- 
personal. Recently, the corporate form 
has come up for re-examination, because, 
by a logical but over-extension of its use, 
it has tended to become an instrument 


’ for the dislocation of social values. Stock- 


holders have become less and less partici- 
pants; they are now more often deferred 
creditors or beneficiaries, controlled by 
forces which acknowledge but little fidu- 
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ciary obligation, and cultivate little per- 
sonal relationship. 

It has been suggested that a demo- 
cratic society cannot function, as such, 
if such forces tend to bring about too 
widely classified groups within it. Per- 
haps not, for truly, when the individual 
is lost sight of, society suffers. But the 
problem cannot be solved, as is so often 
currently attempted,’ by legislative en- 
thusiasm for sweeping remedies. It can 
only be solved by tracing and studying 
the operation, in many fields, of forces 
which make for impersonality in rela- 
tionships. 


The Quantitative Test 


N THE field of corporate trusteeship, 

as well. Such problems as exist in 
that field cannot be exposed by examining 
the circumstances which surround an in- 
dividual trust. The test must be made 
on a quantitative basis. But it must be 
remembered, when the scale of values 
has been defined, that it is the impond- 
erable values which rank highest, and 
upon which the health of the social whole 
rests. That the fiduciary concept is not 
a commercial concept. That over-efficient 
organization can compromise it. That a 
trustee has, potentially, a personal iden- 
tity with the cestui que trust which 
transcends his legal or fiscal identity, and 
that the social value of that fact was per- 
ceived when the device of trusteeship 
was first fashioned. 

A good legal education will stir 
thoughts on these and many cognate 
problems. It will not furnish their solu- 
tion, but it will illuminate the aspira- 
tions of the law, operating as an age- 
long agency in society. Each trust offi- 
cer who gains it should increase his 
capacity for intelligent leadership in a 
world in which forms and values are mut- 
able and changing with unprecedented 
speed; and in an age, more truly per- 
haps, than any that has gone before, for 
pioneers. Let the trust officer appreciate 
the importance of his place. Let him 
seek the best the law has to offer, and 
merge it with his findings in the rich 
and varied field of human experience in 
which he is privileged to work. Society 
will be the gainer thereby. 
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Education at the Bar 


OST-ADMISSION legal education 

has had a widespread development 
in recent years. Under association and 
law school as well as private sponsorship, 
the movement has been given impetus by 
the ever increasing recognition of the in- 
dispensability of continuous education 
particularly in those fields where the im- 
pact of social and economic forces is 
heaviest. 

Under such designations as “Insti- 
tutes” and “Clinics”, courses are being 
offered to practicing lawyers in many 
parts of the country. In some instances 
these take the form of a one- or several- 
day session at a law school, such as at 
the University of Michigan where last 
summer a very successful institute, at- 
tended by many out-of-state attorneys, 
was held. In connection with its annual 
convention, the American Bar Associa- 
tion, under the auspices of its Committee 
on Legal Education, has been conducting 
“legal institutes”. One of the best at- 
tended sessions at the 1938 meeting, for 
example, was the group of lectures by 
Professor W. Barton Leach, of Harvard, 
on powers of appointment. 


It is interesting to note the frequency 
with which courses and special institutes 


are given on fiduciary subjects. The 
Practising Law Institute in New York 
City offers several lectures in its curr- 
iculum on such matters as will drafting 
and estate and trust taxation, by out- 
standing authorities in the respective 
fields. There was recently concluded a 
series of lectures conducted under the 
auspices of the Boston Bar Association 
which attests the popularity of the sub- 
jects of probate law and trusts. Secre- 
tary John V. Spalding writes that “this 
course met with enthusiastic response 
from the Bar and some 350 enrolled. 
Had the lecture hall been larger, I have 
no doubt this number might well have 
gone up to five hundred.” These lec- 
tures, given by Guy Newhall and Mayo 
A. Shattuck, widely known authorities 
on fiduciary law, were presented from 
the practical as well as the theoretical 
standpoint, wherein, obviously, lies the 
value of post-scholastic education. 





Training Trust Officers for British Banks 


PROF. W. J. HINTON 
Director of Studies, Institute of Bankers; London, England 


RUST companies developed differ- 
fie in England and Scotland from 
the way they did in the United States 
and the overseas Dominions. In Britain 
very few companies were formed ex- 
pressly to act as trustees, executors and 
administrators, and those that were 
formed did not grow as rapidly as in the 
States; nor did they take to banking. 
Beginning in 1886 in Scotland and 1887 
in England, they turned instead to other 
financial activities soon after their foun- 
dation, and their later development is 
bound up with insurance. 

These few companies who were first 
in the field, and the trustee departments 
later set up by the banks, had to compete 
after 1908 with a new civil servant, the 
Public Trustee. The banks themselves 
had only entered the field in 1905, but 
they all came in at about the same time, 
and powers to act as Trustees had been 
taken by most of the larger banks be- 
fore 1912. Among them the London City 
and Midland Bank, in 1909, took the 
method, unusual in England, of register- 
ing a separate corporation for this pur- 
pose; but the rest only established new 
departments. 

Since 1920 all corporate trustees have 
found their work increasing, but much 
the greatest share of the work has gone 
to the banks, and this side of their ac- 
tivity is growing very rapidly at present. 


Staff Problems Arising from Expansion 


HIS rapid expansion has set prob- 

lems for those in charge of staff 
training and recruiting, and some ac- 
count of their solutions may interest 
American trust officers, in spite of dif- 
ferences in the two systems. Perhaps 
the most important difference to bear in 
mind is that any employment in English 
banks is almost sure to be employment 
for life. The banks normally recruit 
their clerks at about 17 years of age and 
after a short probation, keep them until 
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they retire on pension at about sixty. 
There is a very low labour turnover and 
no transfer of employees from one big 
bank to another. As someone has said, 
the English bank clerk is something be- 
tween a commercial and a civil servant. 


At first the legal specialists already in 
the banks’ service were able to deal with 
the new business, aided occasionally by 
lawyers in private practice. When the 
business grew it became necessary to 
organize trustee departments on a more 
ambitious scale. These were at first 
staffed in part by legal and accounting . 
specialists already trained elsewhere, 
who were brought into the service of the 
banks. 

Here and there in the existing staff 
were found suitable men to transfer to 
the new department where their practi- 
cal training was continued on new lines. 

Recruiting of outside specialists has 
ceased, as the Executor and Trustee De- 
partments can find good men in the or- 
dinary branches who have studied the 
theory of this work under the Institute, 
or recruit young men direct from the 
English equivalent of High School or 
Junior College. These recruits are train- 
ed from the first with a view to a life 
career in the Executor and Trustee De- 
partment, and they too take the new Dip- 
loma in Executorship and Trustee Work. 


The Institute’s Diploma 


HE Diploma in Executorship and 

Trustee work was established in 
1935, when the Institute of Bankers in 
London was moved by its members (who 
are the bank employees and not the 
banks) to design a syllabus of study and 
hold appropriate examinations. The Dip- 
loma confers the same _ professional 
standing as the older Certificate in what 
might be called Commercial banking, and 
the number of candidates in 1939 was 
1,814. 
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Although it confers equal rank with 
the older Associate Examination, the 
Diploma differs in character from the 
Certificate. The examination is more 
advanced, detailed and technical, and 
calls for a much wider knowledge of law. 
The subjects overlap somewhat and in 
“Practical Trust Administration” the 
candidate may be asked questions de- 
manding a knowledge of any part of the 
whole field of study for the Diploma, as 
well as some which could only be answer- 
ed satisfactorily from practical experi- 
ence. 

To be eligible to sit for the examina- 
tions of the Institute, candidates must 
be members of the Institute (only per- 


sons on the staff of a bank on the Coun- 


cil’s list may be elected members). 


Syllabus of Courses for Examination: 


This examination is held in the spring 
of each year in such London, provincial 
and foreign centres as are convenient to 
candidates. It is divided into two parts, 
and requires at least two years of study. 
The nature of the curriculum is shown 
by the following syllabus: 


PART I. 


ENGLISH COMPOSITION. 

BOOKKEEPING 

GENERAL PRINCIPLES OF LAW. 

THE PRACTICE AND LAW OF BANKING 
DEATH DUTIES AND PROBATE PRACTICE 


PART II 


ELEMENTS OF THE LAW OF REAL PROP- 
ERTY, AND ELEMENTARY CONVEYANC- 
ING. 

LAW RELATING TO WILLS, EXECUTORS, AD- 
MINISTRATORS AND TRUSTEES. 

TRUST ACCOUNTING. 

THEORY AND PRACTICE OF INVESTMENT, 
INCLUDING THE PRACTICE OF THE STOCK 
EXCHANGE. 

PRACTICAL TRUST ADMINISTRATION. 


As an example of the scope of these 
studies, the subject matter to be covered 
under “Practical Trust Administration” 
is given below: 


In addition to a knowledge of the prac- 
tical presentation of trust and executor- 
ship accounts to trustees and beneficiaries, 
and equitable apportionments, candidates 
will be expected to deal with questions with 
reference to: . 

Devolution of property on death; the es- 

sential features and contents of a well- 
drawn will and settlement. 
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Methods of obtaining grants of probate 
and administration. 

Appointment of executors, administrators 
and trustees; persons entitled to ap- 
pointment; acceptance and transmis- 
sion of office, removal and release. 
The factors to be considered in decid- 
ing whether to accept or reject ap- 
pointment as an executor or trustee. 

Powers and duties of executors, admin- 
istrators and trustees, including ad- 
ministration and management of bus- 
inesses. 

Rights of beneficiaries as to accounts, in- 
spection of books, audit and investiga- 
tion of accounts. Investigation where 
a new appointment in an existing trust 
is proposed. Infant beneficiaries. 
Maintenance and advancement. 

Investment: general considerations and 
policy. 

The Public Trustee Act, 1906. Custodian 
trusteeships. 

Corporate trustees in relation to:— 

(a) The various classes of trust usual- 
ly undertaken ; 

(b) The methods of securing their re- 

muneration; 

(c) Declarations of trust; 

(d) Charitable trusts; 

(e) Powers of attorney; 

(f) Debenture trusts; 

(g) Fixed or unit trusts: formation, 

advantages and disadvantages. 


Sample Curriculum and Order 
of Studies 


ANDIDATES are allowed great lati- 

tude in making up their courses. 
Certain subjects must be taken before 
others but otherwise almost any combin- 
ation is allowed. This is necessary if 
only because the Diploma has become 
popular as a supplementary degree with 
holders of the ordinary Certificate. Such 
men are mature students who must be 
left to fit their studies to their differing 
circumstances. Some exemptions are 
also allowed for those who have taken 
University degrees, and such men also 
need not be guided very closely by strict 
regulations. In practice junior members 
are told by their seniors and their teach- 
ers which combinations of subjects to 
take, and in cases of doubt they can al- 
ways refer to the Director of Studies. 
Thus elasticity is kept without destroy- 
ing the necessary order of studies. 





During war-time, candidates who are 
in a hurry to finish the course are allow- 
ed to try to take the whole examination 
in two years, but four years would be a 
more reasonable time, as this study is 
all done in the evenings. The following 
combination of subjects is one of many 
which satisfy the regulations and is 
sound for most junior students. 

Partly for administrative, and partly 
for educational reasons, candidates are 
not allowed to take the subjects marked 
with a capital letter until they have tak- 
en the corresponding one marked with 
the same small letter. Thus, for exam- 
ple, “Trust Accounting” cannot be at- 
tempted until the candidate has passed 
in “Bookkeeping”. This is practically 
the only restriction imposed. 


1st Year: 
(a); English Composition; 
(b). 

2nd Year: Elements of the Law of Real 
Property and Elementary Conveyancing 
(A); Practice and Law of Banking (c); 
Theory and Practice of Investment. 

3rd Year: Death Duties and Probate 
Practice (d); Law relating to Wills, Exe- 
cutors, Administrators and Trustees (C). 

4th Year: Practical Trust Administration 
(D); Trust Accounting (B). 


Two Types of Graduates 


HE Institute of Bankers does not 

hold classes on this curriculum 
though in normal times it arranges for a 
nationwide programme of single lectures 
through autonomous Local Centres. 
Classes were held last year in a very few 
large municipal commercial colleges, and 
the City of London College, but country 
members have to rely upon private cor- 
respondence tutors. There are several 
good ones available. 

There are now two types of holder of 
the Diploma. One is usually an experi- 
enced clerk in a branch of a commercial 
joint stock bank who has taken the Cer- 
tificate in commercial banking, is al- 
ready an Associate of the Institute, and 
has added a somewhat theoretical know- 
ledge of Executor and Trustee Work to 
this, getting the Diploma as a kind of 
second degree. Such men are taken up 
into the constantly expanding Executor 


General Principles of Law 
Bookkeeping 


MONTREAL to 
VANCOUVER 


x * 


The Toronto General Trusts has offices in 
all the principal cities of Canada from Mont- 
real to Vancouver. It offers complete facilities 
for handling personal and corporate trusts. 

The oldest trust company in Canada, 


established in 1882. A fiduciary only. 


Enquiries invited. 


™ TORONTO 
GENERAL TRUSTS 


CORPORATION 


TORONTO MONTREAL OTTAWA WINDSOR WINNIPEG 


REGINA SASKATOON CALGARY VANCOUVER 


ASSETS UNDER ADMINISTRATION $240,000,000 
RRR SCE RC ET ESA. RT SARS RTT 





THE WASHINGTON 
LOAN AND TRUST 
COMPANY 


WASHINGTON, D. C. 


Pioneer Trust Company of the Na- 
tion’s Capital, rendering a world- 
wide fiduciary and financial ser- 
vice. 


Member Federal Reserve System and 
Federal Deposit Insurance Corporation 


and Trustee Departments and trained in 
their new duties, or they are left in the 
branches where they can deal with en- 
quiries and make valuable contacts with 
prospective clients. The other type is a 
younger man who has spent all his ac- 
tive career in the Executor and Trustee 
Department, has been trained by his sen- 
iors there, and has taken theoretical stu- 
dies at the same time as he has advanced 
his practical knowledge. These special- 
ists sometimes combine a Law Degree 
with the Diploma. Each of these types 
has advantages and defects. The com- 
bination of the two in a department 
should give good results. 


Attitude of the Heads of Trustee 
Departments 


HE most important element in the 

_ success of the whole system is the 
attitude of the Heads of the Executor 
and Trustee Departments towards the 
training of their staff. In this respect 
this new department of British banking 
is particularly fortunate. The same cash 
bonuses are paid by the management for 
success in the Diploma as for the Certi- 
ficate. Each department is a practical 
school of instruction and the Heads are 
distinguished members of the banking 
profession. 

It is interesting to note that the new- 
est and in many ways the best text-book 
on Executorship and Trusts, which was 
written expressly for our students, is 
“Executorships and Trusts” by Phillips 
and Jenkins. Mr. J. H. Phillips, a Fel- 
low of the Institute of Bankers, is Joint 
Manager of the Trustee Department, 
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Westminster Bank Limited, and Mr. G. 
E. M. Jenkins, LL.B. (London) and Cer- 
tificated Associate of the Institute of 
Bankers, is also of the Trustee Depart- 
ment of the same bank. Thus the Trus- 
tee Departments, in collaboration with 
the Institute as an impartial examining 
body, are promoting and requiring prac- 
tical and theoretical training of their 
trust officers. 


*A few copies of the Syllabus of Examination 
for Diploma in Executor and Trustee work are 
available for loan to interested parties, by ad- 
dressing the editorial office of the magazine. 


Entries for Trust Examinations 


Despite wartime conditions, entries for 
the April examination for Diploma in Ex- 
ecutor and Trustee Work, given by the In- 
stitute of Banking (England), exceeded the 
most optimistic estimates of the Institute, 
which conducts the examination. There 
were nearly 700 entries as compared with 
1,814 in 1939. 


—<\!\—_Q—_—__—__—_— 
Heads Reserve City Bankers 


Harold V. Amberg, vice president and 
general counsel of the First National Bank 
of Chicago, was elected president of the 
Association of Reserve City Bankers at the 
Virginia Hot Springs Convention. He suc- 
ceeds Edward Elliott of the Security-First 
National Bank of Los Angeles. Other offi- 
cers elected were: Vice president, Herbert 
L. Horton, president of the Iowa-Des Moines 
National Bank; treasurer, Victor F. Roter- 
ing, vice president of the First National 
Bank and Trust Company, Minneapolis. 


HAROLD V. AMBERG 





Legal Letter and Trust Spirit 


The Importance of Personal Qualifications in a 
Service Business 


WILLIAM H. A. JOHNSON 
Trust Examiner, Federal Reserve Bank of Chicago 


NTIL recently no one deliberately 
thought of the fiduciary world as a 
definite field of work. On the day most 
of those now in it applied for a bank 
job the chief clerk happened to have a 
requisition from the trust department 
and to a degree the first applicant was 
placed there. The old law of the sur- 
vival of the fittest proved its truism— 
many were called but few were chosen. 
In the past there was no avenue of 
education for the training of fiduciary 
workers: the University of Hard Knocks 
and the School of Experience were the 
only means of acquiring training. Pion- 
eering in this field was done by the Amer- 
ican Institute of Banking—first sporad- 
ically in chapters, then a uniform course 
in trust business by the national organi- 
zation and now the Graduate School. We 
have yet to interest the universities in 
their Schools of Business Administra- 
tion. 

Occasionally persons were invited to 
engage in trust work because it was 
thought that their knowledge in a spe- 
cialized field qualified them to be success- 
ful trust administrators. Firstly, Law- 
yers, or those with legal training, were 
considered ideal, as many thought that 
trust work was purely legalistic. Matters 
of accounting and investment were over- 
looked or ignored, and as their impor- 
tance became recognized people with 
these qualifications were employed, often 
as supplements or complements to the 
legalist. However, experience taught 
that a knowledge of legal limitations, of 
investment analysis or of accounting 
principles, or a combination of them, 
did not make a trust administrator. 


Men or Machines? 


N testing the fitness of an individual 
to do trust work too much stress has 


been placed on the “trust officer” over- 
looking the fact that in many of the 
larger trust institutions there are people 
engaged in trust work that requires tact, 
understanding and technical knowledge 
who do not have official titles and who in 
fact require training that exceeds that 
of many “officers” in smaller institutions. 
So, in this discussion, consideration and 
tribute are given to all of those engaged 
in trust administration, whether or not - 
of the strictly official family. 


Trust work mechanically performed 
will not make a successful administrator. 
Preciseness of accounts, investing within 
all of the limitations of safety and tick- 
ler and follow-up systems to insure per- 
formance may avoid legal pitfalls, but 
will not produce a thoroughly satisfied 
customer. In some things we may hew 
to the line and let the chips fall where 
they may; in trust work we have to 
watch where the chips fall. The most 
modern equipment and knowledge of all 
things to be done will not make up for 
a mechanistic personnel, who say in ef- 
fect: “We are limited thus and so as to 
investment”, or “Our duty is to pay the 
life tenant the income” and “We have 
done these things; we have followed all 
of the rules, what more is to be done?” 


A series of cartoons in Trusts and 
Estates entitled “How to Discourage 
Trust Business’ tells in part of the qual- 
ifications of the successful trust admin- 
istrator. One may have all of the graces 
of a Chesterfield, the legal knowledge of 
a Blackstone and foresight of a seer and 
still not be able to be a success in trust 
work. Aptitude as well as knowledge is 
required. Many of the beneficiaries of 
trusts are inexperienced and need the 
guidance of someone; it is natural to 
turn to the trustee or its representative. 
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“Personal” Trust Business 


EOPLE have not forgotten the fic- 

tional family trustee of the Victor- 
ian era, who was all things to all men. 
Other beneficiaries may be headstrong 
and need to be curbed or have energies 
turned into another channel—the trustee 
is in a position of influence. The im- 
pression made on beneficiaries will do 
as much to bring in new business as 
any publicity program. All of the wiles 
of the advertising art can be used in 
brochures; a brusk manner of trust per- 
sonnel will make it unavailing. A sym- 
pathetic understanding of the beneficiar- 
ies’ problems and a willingness to go a 
bit beyond our legal duties are necessary 
for a successful administrator and a well 
regarded trust department. 


Maudlin sentiment or too much ten- 
derheartedness towards the importuni- 
ties of trust beneficiaries will likewise 
be detrimental to the institution and to 
the administrator. There is a middle 
road between sticking to the letter of 


the law and opening wide the floodgates 
of sympathy. The fit trust administra- 
tor will subconciously find this middle 
course. 


George Allen, the first Educational 
Director of the American Institute of 
Banking, divided the make-up of a bank- 
er into integral parts which made a 
double sized person: “A successful bank- 
er is composed of about one-fifth account- 
ant, two-fifths lawyer, three-fifths poli- 
tical economist, and four-fifths gentle- 
man and_ scholar—total ten-fifths— 
double size. Any smaller person may be 
a pawnbroker or promoter, but not a 
banker.” In addition the trust admin- 
istrator must have a well developed sym- 
pathy that will not overwhelm sound 
judgment, and ability to separate the 
true from the false, and a sense of hu- 
mor. If this last is not well developed 
one will soon be worn down by the vicis- 
situdes of the business. 


In most lines of endeavor it has been 
recognized that the properly trained per- 
son needs more than casual experience. 
It has been said that it is hard to deter- 
mine whether the self made man is boast- 
ing or apologizing for himself. With 
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the many avenues of training now avail- 
able the trust administrator should be 
able to gain much useful knowledge re- 
garding his work from’ educational 
courses. Not all of them will be directly 
related to day to day routine. A know- 
ledge of law and of accounting prinicples 
are presupposed, as is a knowledge of 
investments. These can be pursued to 
give one a broader concept and thereto 
can be added courses in psychology as an 
aid in dealing with people as well as 
other social sciences. 


Support from the Top 


TOWEVER able the trust adminis- 
trator may be, he (or she) cannot 
go far unless the trust. department has 
the intelligent backing and sympathetic 
encouragement of the management of the 
institution. Management within the de- 
partment is fundamental but the trust 
officer cannot “go it alone.” 


The Trust division of American Bank- 
ers Association has inferentially con- 
demned the “one man” trust department 
in its Statement of Principles of Trust 
Institutions. While the language used 
relates directly to investments its spirit 
can be extended to other operations. Sec- 
tion 2 of Article IV says in part: 


“The responsibility for the investment 
of trust funds should not be reposed in 
an individual officer or employee of a 
trust department. All investments 
should be made, retained or sold only 
upon the authority of an investment com- 
mittee composed of capable and exper- 
ienced officers or directors of the insti- 
tution.” 


The same idea is carried in the Regula- 
tion of the Board of Governors of the 
Federal Reserve System relating to trust 
departments of national banks wherein 
it is required that there shall be a com- 
mittee for the acceptance of trusts and 
for ratifying trusts closed and a com- 
mittee to supervise investments. The 
duties of the directors with reference to 
the department are stated in Section 
6(b) of Regulation “F” as follows: 


“The board of directors is responsible 
for the investment of trust funds by the 
bank, the disposition of trust invest- 





ments, the supervision of the trust de- 
partment, the determination of the pol- 
icies of such department... .” 


The backing and oversight given by 
the directors is in no degree a reflection 
on the ability of the trust officer and his 
staff. It gives him the benefit of the 
judgment of others and enables the man- 
agement of the institution to have an 
insight into the trust department and 
. its work and problems. Responsibility 


remains but fitness and performance can 
be checked by regular contact with the 
department and its personnel. 


Laborer Worthy of His Tools 


HE efficiency of many a trust ad- 

ministrator is hampered by lack of 
equipment. All know the tale of the 
Hebrews and the attempt of their Egyp- 
tian taskmasters to have them make 
bricks without straw. In these days of 
mounting costs and limitations on work 
hours consideration should be given to 
enabling the trust department to perform 
its work with up to date equipment, not 
only machinery but current tax and in- 
vestment services and current literature, 
both magazine and books. 

In many banks the so-called commer- 
cial department has everything in the 
way of modern equipment and records 
while the trust department struggles 
along with a system that has been out- 
moded. No money is spent on the trust 
department to enable it to do its work 
and then its “fitness and performance” 
are criticised. Sometimes the fault lies 
in improper personnel; a reluctance to 
endeavor to get the people with trust in- 
terest and to provide adequate compen- 
sation. 

And need it be said that the best plans 
of men and mice “aft gang agley” for 
want of an adequate compensation. While 
we are talking about putting trust de- 
partments on a paying basis, let’s apply 
the same sound philosophy to the men 
who must do that job. If we are to 
raise the standards of eligibility and 
education for fiduciary management, we 
must realize that, like the doctor or law- 
yer, there is a substantial training asset 
to capitalize. In a competitive world, 
there will have to be sufficient induce- 
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ment in salary and in advancement pos- 
sibilities if a bank is to attract the type 
of management material that will be 
necessary to assure progress in such a 
dynamic field as that of trusteeship. 
Economy has its limitations when one is 
dealing in the most important commodity. 
of all—executive ability. 

The impression has prevailed that 
trust work is largely routine, and that 
business has come as a result of the 
prestige of the bank and its prospect 
relations in other departments. It has 
been overlooked that the growth of the 
trust department has been due in a meas- 
ure to the ability of its personnel and to 
their acquaintance with lawyers and per- 
sons of property. 

Justification for higher salaries in 
other departments has been grounded 
upon the facts that the commercial or 
investment banker must be a keen analyst 
of the credit situation and that an error 
in judgment will, in a short time, result 
in losses to the institution. 

In all systems of cost accounting a 
reserve for contingencies is provided, 
largely for making good credit losses. 
The responsibility of a fiducior is as 
great as or greater than that of the 
commercial or investment banker, and 
yet the losses caused by false trust de- 
partment judgment are infinitesimal as 
compared with the average of losses 
arising in other major depart- 
ments of a bank. An appreciation of 
the responsibilities involved in trust 
work is permeating the executive depart- 
ment, and as a result salaries are being 
adjusted to equal those paid in other 
banking activities. 





Trusteeship in a Changing World 


FRANKLIN B. KIRKBRIDE 


IS CIVIL SERVICE APPLICABLE TO 
TRUST COMPANIES? 


HERE are many principles about 

which reasonable people seldom quar- 
rel. Civil Service belongs in this cate- 
gory. When it comes to the application 
of the principle, the formulation of rules 
and administrative procedure based on 
standards and formulae which have been 
developed on the theory that they will 
fit individual cases, heat develops and 
difference of opinion looms large. 


There will be little dissent from the 
position that fitness should govern rather 
than self-interest, that tenure during 
. good behavior is better than uncertainty. 
When it comes down to individual cases, 
there is the rub, for examinations fail 
to test character and loyalty. 


We hear a good deal about “kept econ- 
omists” these days, but long before they 
were ever thought of Congressmen’s kept 
ladies got jobs in spite of lack of quali- 
fications, and it was not always charm 
that turned the trick. Theodore Roose- 
velt was a United States Civil Service 
Commissioner at the time and the grape- 
vine telegraph kept close track of his 
movements—for there could be no mon- 
key business while he was in Washing- 
ton. When his back was turned, it was 
a different story. 


Years ago, a youngster, after pound- 
ing the pavements till he got sore feet 
and was peeved by the cost of sole 
leather, was offered a job as a laborer in 
a government factory where he saw the 
spoils system at its worst. It was a 
vivid eye opener to one whose idealism 
had not been tarnished. He found many 
fellow workers had two sets of “papers”, 
one for use while one party was in power, 
the other set available so they could be 
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substituted in the government files be- 
fore a change of administration occurred. 


Dry Rot and Accident 


OLLOWING a series of promotions, 

the youngster found himself in 
charge of a big government factory, 
with funds available limited by congres- 
sional appropriations, inefficiency ramp- 
ant, yet forced by the exigencies of the 
service to produce results. There was 
nothing for it save a drastic house clean- 
ing, with fitness the sole test for appoint- 
ment. The situation could not have been 
cleaned up as quickly as it was, in spite 
of vicious political opposition, had Civil 
Service entered the picture. On the other 
hand, the place would not have become 
an Augean stable had it been out of poli- 
tics. Less than two years later, the per- 
sonnel of an efficient, smoothly running 
and capable organization was covered in- 
to the classified service. 


The same youngster found himself a 
little later an officer of an old and respec- 
ted trust company. Dry rot, more than 
anything else, had occasioned whatever 
weaknesses there were in the organiza- 
tion. Promotion had often come simply 
as the result of length of service. Young 
blood coming in at and near the top is 
never popular and the resulting difficul- 
ties are not easy to overcome. 

The problem of how to secure the best 
and most efficient general officers, heads 
of departments and employees of trust 
companies is no easy matter. It used to 
be a hit or miss affair, largely the result 
of death, self-interest or merely finding 
somebody in an emergency, substitutes 
sometimes proving so efficient they won 
permanent employment. 





Tempered Rigidity 


S a general principle, the Civil Ser- 
vice idea can and should be applied 

to the rank and file of trust company em- 
ployees. Any system, however, can be- 
come rigid and, unless intelligence is 
used, is likely to go wrong. Where the 
organization is small and everybody 
knows the entire staff, the selection of 
new employees and the promotion of 
members of the staff become relatively 
easy of accomplishment, given a basic 
understanding of requirements for fidu- 
ciary service. It goes without saying 
that nothing does more to cement the 
loyality and effectiveness of an organi- 
zation than the knowledge that ability 
will be rewarded. On the other hand, 
to have an outsider brought in and put 
over others equally or more capable does 
have repercussions that should be avoid- 
ed. This does not apply when special 
knowledge or qualifications are involved. 
In our great city banks and trust com- 
panies, the staffs have become so large 
that personnel departments handle, on a 
mass production basis, what was usually 


left to the discretion of the president, 
department heads or individuals to whom 
the hiring and firing was delegated. 


The fundamental idea behind the 
Guilds of the middle ages, group solidar- 
ity with individual performance kept to 
a high standard, with our more modern 
conception of Civil Service, administered 
intelligently, with aptitude tests and per- 
sonality records as aids in reaching 
sound conclusions, seems to provide the 
best foundation for successful effort in 
organization building. 


Human Nature and the Humanities 


HILE we may set too much store 

on academic degrees as a qualifica- 
tion for employment, it is a fact that the 
individual who is taught to think for 
himself and who has a background of 
the humanities, history, science and 
mathematics, is in a position to outstrip 
the individual not so equipped. 

The only jobs I have ever done to my 
own complete satisfaction have been 
those where I was permitted to start at 
the bottom and learn by practical experi- 
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ence and hard knocks every move in the 
game. Where you have done the thing 
yourself, nobody can hoodwink you and 
there is never any fear of being left in 
the lurch. 


Character is the first requisite to em- 
ployment in a bank or trust company. 
I stepped, absolutely ignorant, from fac- 
tory to fiduciary banking. I once asked 
the President why he had chosen me and 
put me in charge of the trust department 
vault. His answer was, “Because I know 
where you spend your nights.” (I think 
maybe I fooled him just a bit at that.) 
Wherever possible, employees should be 
caught young, started at the bottom and 
developed as their aptitudes permit. Di- 
rectors’ sons need not be frowned on, 
but no special favors are due them. Con- 
tinuity of service is all to the good, but 
at the very top other questions have to 
be considered—with career men having 
the inside track. 


I have made some bad mistakes in 
picking men, but my greatest satisfac- 
tions have come from picking winners. 
Civil Service, by all means, administered 
with vision, courage and kindliness, with 
favoritism out of the window, but every 
choice, save on a trial and error basis, 
must have an element of gamble in it, 
as long as human nature remains what 
it is. 


Kansas City Corporate Fiduciary Asso- 
ciation appointed Earl W. Deputy, trust 
officer of the City National Bank and Trust 
Company of that city, president, succeeding 
William Guild. William M. Day of Traders 
Gate City Bank was elected vice president. 





Come to the Fair 


CCORDING to no lesser authority than 

Harvey D. Gibson, president of the 
Manufacturers Trust Company of New 
York, and the person on whose shoulders 
rests the responsibility for the success of 
the New York World’s Fair of 1940, the 
fair has a direct and vital significance to 
every banker in America. 

The fair, says Mr. Gibson, is a gigantic 
sales display of modern and future Amer- 
ica. A display in which the nation’s re- 
sources, not only its wealth and material 
progress, but more important, the intang- 
ible spirit of America, a spirit of enter- 
prise, and confidence and courage and peace, 
show America as a going concern, a profit- 
able, healthy enterprise. The 1940 World’s 
Fair, says in effect: “Here’s what we’ve 
done, the things we have—and here’s what 
we can do!” 

Public confidence, a strengthening and re- 
newal of Mr. and Mrs. Public’s faith in the 
future progress of America. These stimu- 
late enterprise and are the foundations of 
a credit structure so essential to the financ- 
ing of industry in action. Those are the 
things that make this exposition significant 
to bankers. 

Trusts and Estates has made a preview 
of the various exhibits at the New York 
World’s Fair from the standpoint of what 
a trust executive will find at the fair this 
year which will both interest him and help 
him envision the dynamic forces of indus- 
try, when he returns to his desk. Appended 
is a list of some “must” attractions (all ac- 
cessible from the Amusement area): 


American Telephone and Telegraph—Voder, 
an amazing apparatus producing syn- 
thetic speech; voice mirror, which re- 
flects human voice; interesting exhibits 
on telephone history and auditions for 
visitors. 

American Tobacco—A miniature “Lucky 
Strike” factory houses a complete manu- 
facturing unit which makes and packs 
over a million cigarettes every day. 


Beechnut Packing — Animated dioramas 
show the growing, processing and trans- 
portation of coffee and the cultivation of 
the various vegetables used in the man- 
ufacture of Beechnut foods, including the 
transition of chewing gum from its chicle 
stages. 

Borden’s—A model dairy farm and mechan- 
ical milking by a rotolactor. 
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Carrier—An igloo houses a series of demon- 
strations explaining the processes of air- 
conditioning and effects. 


Du Pont—Du Pont’s animated exhibit of 
chemistry is a treat of scientific alchemy, 
a glimpse behind the scenes of the great 
chemical developments in contemporary 
industry; includes the Nylon process. 

Railroads—The largest exhibit area in the 
fair. Twenty-seven Eastern railroads 
present a giant pageant of railroad his- 
tory. 

General Electric—The wonders of modern 
science in an exhibit which includes the 
mystic electrical wonder of the House of 
Magic. ; 

General Motors—The Ace attraction of the 
1939 Fair, this spectacular futurama has 
been completely refurnished. From his 
moving chair of vantage, the visitor sees 
16,000 miniature cars speeding over super 
highways and past countless cities and 
villages of 1960. Also a “Preview of 
Progress” science show. 


Goodrich—Exhibits include Koroseal, new 
synthetic rubber and anode process. 

Heinz—Display of hydrophonic gardening 
—the magic of growing flowers and vege- 
tables without soil through chemical diet. 

Petroleum—One of the largest oil derricks 
in the world in actual operation; refining 
processes shown. 


Radio Corporation—The modern wonders of 
television; an actual broadcasting and 
television studio and radio manufacturing 
assembly line. 


U. S. Steel—Laboratory demonstrations and 
technicolor movie of modern steel manu- 
facture. 

Westinghouse—Scientific paradise, replete 
with self-operated electrical gadgets, em- 
phasizes modern power inventions. 

Our readers are cordially invited to visit 
our offices in New York, and to take advan- 
tage of our information on the entertain- 
ment as well as educational features of the 
Fair. 

—————— 

Governor Saltonstall’s appointment of 
Joseph Earl Perry to be State Commission- 
er of Banks for Massachusetts has been con- 
firmed by the state legislature. Mr. Perry, 
who served a term in the Massachusetts 
House of Representatives, was a lawyer, 
specializing in banking and taxation work. 





Continuity for Executives 
Management Views the Graduate School and the Institute 


RAYMOND N. BALL 
President, Lincoln-Alliance Bank and Trust Company, Rochester, New York 


HE education and training of bank 

officers and employees is one of the 
fundamental needs in any banking or 
trust institution, large or small. 

In many of the larger banks training 
courses or staff lectures and meetings 
can be held with great profit to the in- 
stitution and its employees. Obviously, 
there are limitations to the scope of this 
type of educational work in large banks 
and it is not feasible in the majority of 
smaller institutions. 

For nearly forty years and since its 
organization, the American Institute of 
Banking has been making an important 
contribution to the education and train- 
ing of bank personnel. Thousands of 
graduates of the Institute are now oc- 
cupying leading positions in banks and 
trust companies throughout the United 
States. The banking and trust courses 
given by the Institute have helped many 
employees to make a greater contribu- 
tion to their banks and to be in a posi- 
tion to handle increased responsibilities 
when the opportunity arrived. 

For many years various trust courses 
conducted by the Institute have helped 
employees in trust departments to keep 
up with the rapid changes in tax work, 
accounting and other intricate phases of 
trust work. 

These types of co-operative education 
were designed primarily for bank and 
trust employees who were fitting them- 
selves for positions as heads of units or 
divisions and for promotion to the ranks 
of officers. 


A Need Well Met 


UT there developed a need for fur- 
ther educational and_ training 
courses for graduates of the American 
Based on his article for the February 1939 is- 


sue of Trusts and Estates, Mr. Ball has kindly 
extended his remarks in the present discussion. 


Institute of Banking who had become 
officers and for officers who entered the 
banking and trust field from other 
occupations. ‘ 

With this need apparent, I was pleased 
when the American Bankers Association 
decided to open a Graduate School of 
Banking at Rutgers University. With 
such able men as Dr. Austin W. Scott 
and Gilbert T. Stephenson conducting 
courses, it looked like an interesting ex- 
periment in adult education. It appeared 
that we could not afford to overlook this 
opportunity. 

As an indication of the attitude of 
our directors toward the Graduate School 
of Banking, we have had senior or “jun- 
ior” officers there each year since the 
beginning. Has the time and money ex- 
pended for this purpose proved profit- 
able? Without any hesitation the ans- 
wer is an emphatic “yes.” Four basic 
reasons prompt this answer. 


Contacting Men and Ideas 


HE courses on Bank Credits, Trust 
Law, Trust Business, Investments 
and Economics, through lectures and 
discussions, have imparted much valu- 
able informaton to these officers and 
they in turn are passing it on to their 
assistants. The cross currents of in- 
formation flowing from top-notch in- 
structors and from hundreds of men 
from almost all states in the Union ob- 
viously have great possibilities in im- 
proving department plans and methods 
of conducting an up-to-date banking and 
trust business. This has involved consid- 
erable reading not only in their partic- 
ular field but also in its broader aspects. 
The contacts between several hundred 
high-grade bank officers and with faculty 
members open great possibilities. Our 
officers tell me that they are constantly 
in touch with other bank and trust men 
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all over the country whom they met at 
Rutgers on new phases of their work, 
such as credit policies, new opportunities 
for sound loans, a study of the common 
trust fund, new accounting technique 
and investment problems. 

The institution which feels that it 
can maintain its place without finding 
out how the bank or trust company in 
California, South Carolina or Missouri 
operates will find before long that it has 
missed many good opportunities for im- 


proved service, lowered costs and 
sounder banking. 
The men attending the Graduate 


School of Banking are all interested in 
improving banking conditions of the 
country. The men on the faculty are 
leaders in their respective fields. They 
give generously of their time outside the 
classroom, both during resident study 
and throughout the year. This contact 
with faculty members is one of the great 
features of the Graduate School of Bank- 
ing. 


A Leaven for Business 


-N the third place, this experiment at 
Rutgers University should operate as 
a leaven to the entire banking and trust 
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business. The American Institute of 
Banking for many years has been con- 
ducting a fine educational program, pri- 
marily for the younger bank employee. 
The Graduate School of Banking goes one 
step further. It emphasizes the neces- 
sity for constant study by bank officers, 
senior and junior. It places the acquisi- 
tion of knowledge and the spirit of re- 
search and learning in their proper place. 


It should elevate the standards of 
banking by giving men a broader out- 
look on the banking picture as a whole 
and offering them the opportunity of 
relating this outlook to practical prob- 
lems in various communities. 


But probably the most valuable con- 
tribution of this new school is one de- 
scribed by one of our officers as the 
rejuvenation it produces in the indivi- 
dual thinking processes of the officers 
who attend. The experience of many of- 
ficers, who have attended the Graduate 
School of Banking, is that somehow the 
desire to study has been reawakened; 
the pores of their brain cells re-opened 
and they find it easier to discover time 
to tackle problems which need solving or 


(Continued ow page 540) 





Trust “Majors” of the Graduating Class of 1939. 
Fourth from the left, front row, is Gilbert T. Stephenson; on his left is Prof. Austin W. Scott. 











Internal Staff Training 


How Should the Trust Department Itself Develop 
Its Personnel? 


It has become increasingly evident that there are certain topics of 
vital interest to our readers whose adequate presentation is much more 
than a one-man job, and whose honest treatment requires an outspoken- 
ness for which no one less than the magazine itself should be asked to 
assume responsibility. For both these reasons Trusts and Estates is 
adopting a new policy. Under it we shall present from time to time, when 
the nature and importance of the subject necessitate, articles which like 
that below are the result of a collaboration of our own staff with able 


outside authorities.—Editor’s Note. 


HEN a young man goes to work 

in a trust department, what has 
he the right to expect from his employ- 
er in the way of assistance in develop- 
ing his usefulness to it and to its cus- 
tomers to the highest possible point? 
Should he be expected to a large degree 
to train and educate himself in trust 
work, with no more than the sympathe- 
tic approval of his superiors; should 
they assume complete charge of his pro- 
gress; or does the soundest course lie 
somewhere between these two. ex- 
tremes? 


The trust men of tomorrow are being 
developed and molded today; and the 
most important contribution to their de- 
velopment is the training—casual or 
systematic; purposeful and deliberate 
or largely incidental and unconscious— 
they are receiving every day from their 
associates and superiors. No external 
influences, no amount of previous edu- 
cation, no amount of night study, 
whether under the auspices of the 
American Institute of Banking or of a 
university, business school or corre- 
spondence course, can possibly compete 
with this intimate day-by-day associa- 
tion either in developing useful knowl- 
edge and administrative skill or incul- 
cating that fundamental attitude which 
all trust men like to think is the dis- 
tinctive badge of their calling. How 
can or should this force be so controlled 
and directed as to produce, as nearly as 
possible, the ideal result—and the ideal 
trust man? 


The first and by far the most impor- 
tant fact uncovered by the inquiry of 
which this article is a report, is that on 
this fundamental question there is as 
yet, within the trust field, no sign of. 
any agreement on the answer. There 
is, as will be shown later, substantial 
agreement as to What a Young Trust 
Man Ought to Know—about the routine 
of his job. But there are definite and 
marked differences of opinion as to how 
much he ought to know beyond that 
point, and the first few interviews re- 
vealed radically opposite views as to 
how he should be expected to learn it. 


The issue is further clouded, in many 
bank executives’ minds, by a host of 
subordinate operating problems and 
considerations of bank policy, on which 
there is no better agreement than on 
the main problem. 


Is There A One Best Method? 


HE one best service which the pres- 

ent study seems likely to perform is 
to bring home to trust men everywhere 
that here is a matter of vital importance 
to the future of their profession, and 
therefore to their own, which they have 
so far apparently failed to think 
through. It may be necessary to point 
out what this lack of agreement really 
means. Some trust company executives, 
when it was put before them, dismissed 
it with the remark that it really doesn’t 
matter how the new trust man learns 
what he needs to know, so long as he 
learns it. 
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Here in the same ‘city are two large 
and so far successful trust companies. 
They operate under precisely the same 
laws; they perform precisely the same 
services for the same general class of 
people, for which they charge the same 
fees. Company A follows a definite, de- 
tailed and even elaborate policy for 
training and developing the skilled per- 
sonnel which, both are at least agreed, 
they both need for performing these 
virtually identical functions. Company 
B follows a course so diametrically op- 
posite to that of Company A, that it is 
hard to find a single point on which 
they are even approximately in accord. 


It is not only obvious that they can’t 
both be right, but that in one or the 
other (possibly, in different specific re- 
spects, in both) efficiency and service 
must be suffering now, and destined to 
suffer more in future, from failure to 
follow the best methods . . . whatever 
they are. The reason obviously is, that 
nobody yet knows what these best meth- 
ods are. Probably there is no one best 


method; not even a one best policy. Cer- 
tainly in education the most elaborate 
method is not necessarily the best. But 
that some now being followed must be 
inferior to some of the others, and that 
the trust profession is suffering by this 
inferiority, needs no argument. 


It is also obvious that the present 
picture is not one from which much 
profit can be gleaned by merely factual 
reporting. There is small point in set- 
ting down that Trust Department X 
each year conducts a course of six lec- 
tures each of two hours’ duration; that 
Trust Department Y has two courses of 
twelve lectures each, one for seniors 
and one for juniors; that Trust Depart- 
ment Z has no lectures, but three sep- 
arate study courses. Nothing in such 
statements answers the vital question 
—how good any of these courses really 
are. And no evidence has come to light 
indicating that any trust company, how- 
ever elaborate its employee training 
program, has yet attempted to secure 
an objective appraisal, from an outside 
educator, of the real value and effec- 
tiveness of that program. 
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What Trust Education Seeks 


S already reported, there is substan- 

tial agreement . . . with reserva- 
tions as to degree of thoroughness... 
regarding what trust education, from 
within or from without the institution, 
should apply. Broadly, it should cover 
at the very least, these subjects: 


Law (particularly of inheritances and 
of trusts). 

Investment theory and practice. 
Mortgages and real estate. 
Accounting. 

Taxation. 

Actual administration of trusts and 
estates. 


The first hurdle on the road to some 
sort of agreement as to how this knowl- 
edge, and how much of it, is to be ac- 
quired, meets us at the very outset, in 
the variance in personnel selection poli- 
cies. It is obvious that you cannot con- 
sider internal employee training policies 
except in the light of some definite 
starting point. A boy who-comes into 
the department from the eighth grade 
cannot be given the same sort of train- 
ing as a newly hired Ph.D. But there 
is singularly little agreement among the 
trust executives interviewed, even as to 
what they would consider the ideal 
starting equipment for a trust career; 
and far less as to what actual equip- 
ment they themselves demand of appli- 
cants. 

Obviously, if you are looking for a 
special type of knowledge, for example 
an accountant, training in accounting is 
the chief item in your specification. But 
if you are picking a boy you hope will 
be a trust officer some day, should you, 
or shouldn’t you, demand a college de- 
gree of him before you put him in even 
the most subordinate position? Or 
even a law degree? 


Grading of Candidates 


NE of the biggest, best-known and 

most successful trust institutions in 
this country seeks its new employees, 
purposely, upon three levels. Every ap- 
plicant is, in his very first interview, 
mentally sorted, though great care is 
taken to keep this sorting tentative, in- 
to one of three hoppers. 





The first, and smallest hopper, is for 
those young men who at least look and 
sound like top-management timber. 
The standards for this group are high 
from the very beginning, both as to ap- 
parent personal qualities and knowl- 
edge, training and experience already 
possessed; and the training course upon 
which they are embarked the moment 
they are hired is proportionately stiff. 
It would take an extraordinary young- 
ster to force his way into this top hop- 
per without at least a bachelor’s, and 
preferably a law degree, from a college 
of recognized high standing. 


The second hopper contains promis- 
ing material that for one reason or an- 
other (deficiencies in formal education 
as often as any) doesn’t seem on first 
inspection to be quite first-grade, but 
still to be a cut above the third hopper, 
which receives those who give the im- 
pression that at best, “faithful: routine 
worker” is to be their label for life. 

The men who do the sorting insist 
that within six months after starting 
work at least a few of the men who 
started in lower drawers are practically 
certain to climb, or even leap, up one 
or two... and a few in the higher to 
drop lower. If this did not happen 
their supervisors, they say, would be 
much quicker to suspect themselves of 
too much rigidity of judgment than to 
credit themselves with having been 100 
percent right on their first appraisals. 


But when this selection plan was de- 
scribed to a top executive of another 
equally big and successful trust com- 
pany, he declared that he would never 
permit himself or any of his personnel 
assistants to form even the most ten- 
tative advance judgments about their 
new juniors, for fear of prejudicing 
their development. He also voted 
emphatically against any definite ad- 
vance requirements in formal educa- 
tion, or indeed giving too much weight 
to that factor in any case. “Some of 
the best trust men I’ve known had had 
the least formal education,” said he. 


Three Typical Cases 


HE company which uses the “three- 
hopper” method of selection just de- 


aon 


of dependable 


Fiduciary Service 


FIRST 


NATIONAL BANK & TRUST 
COMPANY of MINNEAPOLIS 


115 South Fifth Street 
Minneapolis, Minnesota 


Affiliated with 
First Bank Stock Corporation 


scribed organizes the ensuing training 


program rather more upon two, than 
upon three levels. To begin with, it 
constantly encourages all trust depart- 
ment employees to undertake just as 
much outside study as they feel equal 
to carrying. It has, at all times, a sub- 
stantial proportion of its entire staff 
taking night courses in law, in account- 
ing, (especially fiduciary accounting) 
and in various more or less miscellan- 
eous courses such as business adminis- 
tration, in one or another of the local 
colleges or universities. If the course 
in question has been approved by the 
company in advance, it reimburses the 
student, upon successful completion, for 
one-half his tuition fees. The same 
rule governs with employees who under- 
take A.I.B. or Graduate School of Bank- 
ing courses in trust work. 


In addition to this, the company has 
a regular program of courses in trust 
work, a senior and a junior course, both 
taught by high-ranking executives of 
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the trust department. It recognizes, in- 
cidentally, in the selection of the men 
who are to teach these courses, a prin- 
ciple which many other companies will 
do well to take to heart. This is the 
principle that a good worker is not 
necessarily a good teacher. 

“No man, however able, conscientious 
or highly placed,” says this company, 
“should be given any responsibility in 
connection with a training program un- 
less he genuinely likes teaching, takes 
an enthusiastic interest in the progress 
of his charges, and has a real gift for 
imparting knowledge. Many men who 
are masters at trust administration are 
utterly unable to explain their work or 
methods to others. To put such a man 
in charge of a class can only do harm.” 

This company feels that its senior 
training course is practically the 
equivalent to a college year, and the 
junior course to a semester, in the 
amount of work demanded of the stu- 
dent. Both of them cover, with vary- 


ing degrees of thoroughness of course, 
all of the specific elements listed earlier 


in this article as essential to trust edu- 
cation. 

All this educational work is “volun- 
tary;” but it is frankly admitted that 
there is a considerable amount of moral 
pressure put behind the entire educa- 
tional program, and that no effort is 
made to conceal the fact that the man 
who refuses to undertake any educa- 
tional work without giving his super- 
iors excellent reason for his failure... 
has at least to some degree prejudiced 
his own chances for advancement. 


Too Much Grinding 


S direct a contrast as possible with 

this entire program is afforded by 
the other large company. This com- 
pany appears to be quite pessimistic re- 
garding the general quality of its avail- 
able trust-executive timber, and at least 
equally so regarding the value of formal 
educational work for the purpose of im- 
proving it. 

Every new employee is given a copy 
of the manual containing all company 
rules and regulations (this, it might be 
remarked, comes very near being a uni- 
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versal minimum training step in the 
largest banks) and is the recipient of 
a very fair amount of what might be 
termed informal coaching by his super- 
iors. Careful record is kept from the 
beginning of his responsiveness and 
progress, and without any formal, sys- 
tematic personnel review, he is brought 
up at fairly regular intervals for a 
friendly consultation with one of the 
higher executives of the trust depart- 
ment, in which any mistakes or appar- 
ent weaknesses are pointed out to him 
and he is given advice as to the man- 
ner in which he can best improve both 
his knowledge and his performance. 

When asked regarding outside stud- 
ies, the head of this trust department 
stated flatly that the company was ex- 
tremely skeptical as to their value, al- 
though several employees had taken or 
were taking such formal courses. 

“They’re apt to be too much of a 
grind,’ he said. “We are a little afraid 
that a man who has been sweating his 
brains over law books half the night, is 
likely to come down next morning some- 
thing less than fit for his work. We 
feel that he owes his first loyalty to the 
jobs we have entrusted to him.” Conse- 
quently this company does not make any 
allowance for such work; those who un- 
dertake it do so at their own risk and 
expense and entirely on their own re- 
sponsibility. 


A Medium Approach 


THIRD institution, which has a 

flat rule against employing any 
person who is not at least a high school 
graduate, adopts a somewhat inter- 
mediate course between the two just de- 
scribed, which might be considered the 
extremes. It has for several years car- 
ried on a series of morning meetings— 
from 8:30 to 9:00—at which all new 
employees are not only addressed by 
trust department executives, but are en- 
couraged to bring up, as questions, 
points about trust work which they do 
not understand. 

In this trust department each divi- 
sion head is made directly responsible 
for the training of all employees im- 
mediately under him, but it is left to his 





own discretion as to the manner of this 
training. As a result, a number of 
divisions have quite formal training 
courses, with regular weekly evening 
sessions; others have regular meetings 
which have more or less the character 
of training meetings but also deal with 
problems of current work and proce- 
dure; and some rely wholly upon per- 
sonal, individual supervision and in- 
struction. This institution has long 
been one of the strongest supporters 
of the American Institute of Banking, 
and always has a substantial employee 
enrollment in its courses. 


Concerning Interneship 


NE practice which appears definite- 

ly to be spreading and at the same 
time becoming more highly systema- 
tized, is that of apprenticeship, or as it 
might well be called, interneship, un- 
der which the new employee who is re- 
garded by his superiors as executive 
timber is successively shifted from de- 
partment to department or from func- 
tion to function, in order to give him 
first-hand experience with every phase 
of trust work. In some institutions this 
process is confined within the trust de- 
partment—in some, even within the per- 
sonal trust department (corporate trust 
work being considered pure routine— 
except for the executive heads)—and 
in others the “interne” has his tours of 
duty in the various phases of commer- 
cial banking as well. 

In one sense, this plan might be con- 
sidered universal; in even the smallest 
trust department the new man is likely 
to have his chance to learn how to do 
everything. But it is becoming more 
and more a matter of deliberate, 
thought-out policy; and indications are 
that not only do those institutions which 
maintain their own program for em- 
ployee training, consisting of lecture 
courses, study courses or both, also 
practice interneship, but that the in- 
terneship plan is followed in companies 
which have no lecture or study courses 
within their own walls. Regardless of 
size, there must be capable understudies 
to every executive job. This is no “of- 
fice in a hat” business; it lays claim to 


From many States, corpora- 
tions with Delaware charters 


have opened custody accounts 
at the Equitable. 


EQUITABLE 


TRUST COMPANY 
WILMINGTON, DELAWARE 


“Continuity of Management.” But that 
disappears in essence unless there is a 
well trained successor ready for any 
emergency—or even for vacation pe- 
riods—especially when the head of the 
department retires. 

There is, however, no uniformity 
among the institutions which use some- 
thing at least approximating an interne- 
ship plan. In some trust departments 
it is highly systematized; in others it is 
quite casual and subject to frequent in- 
terruption. In the one department each 
youngster gets his exact dose of each 
department and each function, no more, 
no less, and in precisely the same order. 
In the other the particular dose—of 
real estate work, for example—may be 
anything from six months to two years 
long, and the “interne” may be shifted 
haphazard, without any rule beyond the 
momentary man-power needs of this de- 
partment or that. In some the young- 
ster must complete the entire round of 
apprenticeship, no matter what his re- 
cord may be (provided, of course, it is 
not so poor as to warrant dismissal) 
before getting a more or less permanent 
assignment; in others he may be 
“flagged down” in the second or third 
department he reaches, and go no 
further, or be sent back to the depart- 
ment to which he was first assigned, 
there to remain indefinitely. 


One curious obstacle to development 
of the interneship training method ap- 
pears to be peculiar to the trust busi- 
ness. Some trust company executives 
were found who said frankly that they 





As your fiduciary repre- 
sentative in Northern New 


Jersey we offer efficient service 
based upon long experience. 


The Plainfield Trust Company 
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were reluctant to give a young man 
much immediate contact with actual ad- 
ministrative problems, because they felt 
that the customer was entitled to have 
his affairs handled entirely by a quali- 
fied senior executive. 


Some Other Aspects 


N the course of the present study, 

not only was all published material 
on trust department employee training 
carefully reviewed, but many texts on 
employee training in industry were ex- 
amined; and the subject was discussed 
with men of considerable experience in 
the field of employee training in such 
fields as life insurance, industrial manu- 
facturing, consumer manufacturing and 
retailing. 


The evidence is that employee train- 
ing in the trust business is neither out 
in front of the procession nor behind it. 
No trust company, so far as could be 
discovered, has a training program that 
compares in its clutch upon every em- 
ployee from office-boy to chairman of 
the board, or in its detailed thorough- 
ness—not to say annual cost per em- 
ployee—with the programs of some of 
the big life insurance companies or 
manufacturing corporations. But it is 
equally true that no trust company or 
trust department, however small or 
backward in this respect, views its re- 
sponsibility for the training and devel- 
opment of its own people with the com- 
plete and bland indifference still to be 
found among any number of nationally- 
known organizations in other fields. 
Trust institutions as a whole appear to 
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be little above the national average as 
far as employee training goes. 


Whether that is good enough to sat- 
isfy trust men, is a question they must 
answer for themselves. It would seem, 
on the basis of this by no means com- 
plete inquiry, that there is a job ahead 
—a job of thinking through the funda- 
mentals, not merely of the how but of 
the why of training in trust work. Per- 
haps it is a job for the Educational 
Committee of the Trust Division of the 
A.B.A.; but if so, that committee can- 
not do the job alone. It will need not 
only a great deal of hard, honest think- 
ing, but a lot more experimentation ... 
and objective review of the results of 
experiment ... by trust departments 
everywhere. 


At least there is one other point on 
which there was, among all with whom 
we talked, no disagreement whatever. 
That is that the one vital element in 
any internal training program is the de- 
velopment of trust-minded men—the 
thorough inculcation, to the point where 
it becomes second nature, of the high- 
est sense of responsibility and the most 
thoroughly professional attitude. The 
method of training juniors matters far 
less than the manner in which there is 
constantly impressed upon them, by pre- 
cept but far more by constant example, 
the exacting standards as to moral ob- 
ligations as well as legal, of the fidu- 
ciary profession. 


Patriotic Example 


Central Hanover Bank & Trust Co. of 
New York has adopted a policy of lengthen- 
ing the vacations of employees who are 
members of the National Guard so as to 
co-operate with the efforts of the National 
Guard to increase training this summer. 

The bank is giving employees who have 
been on its pay roll ten years or more three 
weeks’ vacation with pay this summer so 
that they can attend training camp and will 
give them in addition one week’s vacation 
with pay next winter. Employees of less 
than ten years’ service, who usually re- 
ceive two weeks’ vacation with pay, will be 
given three weeks this summer if they at- 
tend training camp. 





The Junior Advisory Board 


W. A. KOERBER 
Asst. Treasurer, Equitable Trust Co. of Baltimore, Maryland 


LITTLE over six years ago, Robert 

G. Merrick, the progressive Presi- 
dent of our Company, conceived the idea 
of creating a Junior Advisory Board com- 
posed of twelve key employees selected 
from the various departments and 
branches of the bank.* He felt that 
such an organization would afford a prac- 
tical means for our employees to share 
directly in the responsibilities of man- 
agement and would also assist many mer- 
itorious employees to develop their latent 
executive ability. 


The Board was given the authority to 
study and make suggestions to the man- 
agement regarding operating economies, 
increased efficiency, creation of new ad- 
vantages for employees, new forms and 
methods of advertising, improvement of 
public relations and general new busi- 
ness development. An invaluable ac- 
complishment of the Board has also been 
in passing on the merit of suggestions 
received from our entire body of em- 
ployees, who are constantly encouraged 
to submit, on written forms, any new 
ideas they believe will be of benefit to 
the Company. A cash award is paid to 


*See article ‘“‘Democracy In Business’”’ at page 
675, Trust Companies, Dec. 1938. 


any employee whose suggestion is ap- 
proved and adopted. 

The original membership was selected 
by our President. Subsequent to the 
time of organization, four members have 
retired every four months, to be replaced 
by four new men elected by the existing 
members of the Board, great care being 
taken to select the most promising mem- 
bers of the personnel. Each member 
serves twelve months and is eligible for 
reelection four months after his term has 
expired. The officers consist of a chair- 
man and a secretary, elected by the mem- 
bers of the Board for a term of one year. 
The full membership convenes for a reg- 
ular meeting on the second Thursday of 
each month; special meetings, when ne- 
cessary or desirable, are called by the 
Chairman from time to time. 


Wide Range of Innovations 


HE expectations of our President at 

the time he founded this group have 
not gone unrewarded. The accomplish- 
ments of the past six years have contrib- 
uted substantially to the sound growth 
and progress of our Company. Needless 
to say, it would not be practical to go 
into detail regarding the many indivi- 
dual achievements, but in order to give 
some specific idea of the Board’s work, 


Recent meeting of Junior Advisory Board of Equitable Trust Co. and their guests, the Junior Execu- 
tives of the McCormick Co. of Baltimore whose president founded the plan. 
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we should like to trace briefly a few of 
the items covered last year. 

Innumerable suggestions submitted by 
officers and employees were studied with 
great care at the monthly meetings. More 
than 30% of all suggestions were adopted 
and placed in immediate operation, re- 
sulting in benefits for employees, increas- 
ed efficiency and economy of operation in 
almost every department and branch of- 
fice of the Company. The adopted sugges- 
tions included such diversified items as 
providing special uniform coats for tel- 
lers, the establishment of a recreation 
room for employees, improvement of 
branch office window displays, the install- 
ation of a special signalling device on 
the Main Office banking floor, various 
changes in clerical methods and the de- 
velopment of a friendly method of hand- 
ling new customers by getting them ac- 
quainted quickly with the officers and 
employees with whom they will conduct 
their future banking or trust business. 


A monthly publication distributed to 
all employees, which acquaints the per- 
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sonnel with all important policy and oper- 
ation changes made by the management 
as well as personal news items of in- 
terest, is now being published under the 
auspices of the Board. The writing of 
a master manual covering the complete 
operation in detail of every department 
of the Bank was finished during the year 
and is now in process of publication. 
Each employee will be given the manual 
covering his department and a complete 
master manual will be given to each de- 
partment and branch office. Other ac- 
complishments of the past year included 
studies for various physical improve- 
ments at our Main Office, a survey of 
opportunities in various business sec- 
tions of the community as to new branch 
office locations and the completion of a 
plan for service awards for employees. 


An Integrated Organization 


NE of the greatest values this group 

has had is of a rather intangible 
nature, but many evidences of its exist- 
ence have become apparent from time to 
time. It is a well known fact that any 
bank with branch offices scattered in 
widely separated sections of a large city, 
has many officers, branch managers and 
employees whose only normal day to day 
contact with each other is by telephone. 
While, as we have already pointed out 
in this article, every effort is made to 
select the most promising members of 
the personnel as members of the Junior 
Board, an endeavor is also made to have 
as many offices and departments as pos- 
sible represented by at least one mem- 
ber. Hence, the members have an op- 
portunity to engage in friendly discus- 
sion with each other from time to time 
at the monthly meetings regarding any 
inter-office difficulties or mutual prob- 
lems that have arisen. We are confident 
that these discussions achieve operating 
economies and branch office cooperation 
along many lines that do not even appear 
on the Board’s agenda. 


The progress of our Junior Advisory 
Board has been most promising, and we 
expect even greater results in the future 
as the activities increase and spread into 
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new fields of endeavor. For instance, 
this year’s program has been enlarged 
to include such items as a schedule for 
greater cooperation with our Public Re- 
lations Department and promotion of 
good will by periodic visits to local man- 
ufacturing and industrial plants. 


The Management of our Company 
feels that sound business development 
and progress must, as always, be based 
on the character and initiative of the men 
to whom responsibility is entrusted, and 
our Junior Advisory Board has proven 
to be a valuable means for developing 
such initiative and executive ability. 


Morning Meetings 


Each morning, from 8:30 to 9:00, the of- 
ficers of the Lincoln Bank and Trust Com- 
pany of Louisville, Ky., have been meeting 
to discuss the previous day’s business and 
matters likely to arise during the day. In 
this way, all officers are kept advised of 
principal matters affecting the various de- 
partments of the bank. Reference to trust 
department matters is limited, writes David 
W. Fairleigh, vice president and secretary, 
because experience has shown that many 
of the problems require too extensive ela- 
boration. However, the Trust Department 
has a smaller official committee who act in 
an advisory capacity. 


SAN FRANCISCO 


Stockholders Advisory Boards 


The Merchants National Bank & Trust 
Company of Syracuse, New York has a new- 
ly instituted set-up of rotating advisory 
boards composed of stockholders. There 
are three of these advisory groups — two 
composed of men and one of women. They 
serve for three months and operate, at the 
same time, in a rotary fashion. The plan 
has proved highly successful. 


These advisory boards, which now meet 
with officers of the bank twice a month, are 
chosen to represent diversified business and 
professional interests. Their purpose and 
duties are many-fold. They have success- 
fully promoted good public relations. They 
have been invaluable in suggesting to offi- 
cers of the bank sources of new business, 
and in many instances have actually 
brought in new business themselves. An- 
other important service they perform is 
keeping the bank advised of conditions in 
different industries in the community, most 
of this information being of a confidential 
nature. Members of the boards are invited 
to discuss and make suggestions concerning 
banking policy. 

This new plan also serves to educate the 
stockholders in matters concerning various 
phases of the bank’s activities. It has given 
them a new understanding of what the term 
“banker” and “banking service” mean. 


Kankakee, Ill.—City Trust & Savings 
Bank, a state member bank, has been ab- 
sorbed by the City National Bank. 





The Place of a Trust Library 


ELLA I. CHALFANT 
Librarian, Peoples-Pittsburgh Trust Company, Pittsburgh 


T is not enough for the efficient trust 

executive to adhere strictly to accept- 
ed rules and regulations of trust man- 
agement. Since the intelligent manage- 
ment, application and protection of trust 
estates is intimately connected with and 
vitally affected by economic and social 
conditions, the trust man must know 
more than the routine of his duties. 
Nothing is static any more. Values 
change overnight. 

Inasmuch as protection of principal is 
still the trust executive’s most impor- 
tant consideration, he must be well-in- 
formed on problems of the moment and 
be familiar with federal and state laws 
and regulations because of the increas- 
ing power of the government in busi- 
ness. He must be sensitive to rapid- 
changing situations, quick to recognize 
and seize investment opportunities, alert 
to get out of holdings which threaten 
disaster. To watch all the investment 
angles, the trust man needs to be Argus- 
eyed! 

But how can the busy executive, with 
a limited time for reading, keep posted 


on socio-economic trends as they affect 
trust operating problems? Here at Peo- 
ples-Pittsburgh Trust Company there is 
an excellent research staff to supply sta- 
tistics and make investment suggestions. 
Working closely with the statisticians, 
our library has a part in helping the 
trust man find answers to the many pro- 
blems which beset him; stock and bond 
quotations, volume of sales, closing 
prices, etc. Perhaps it is necessary to 
get the range of silver prices for the 
same date each year to see the outlook 
for stock based on selling price of sil- 
ver; sometimes printed evidence on se- 
curities quotations is to be submitted in 
court. 


“Supporting Evidence” on Investments 


HE library might be asked to show 

a company’s capital, surplus and par 
value back, let us say, to the early 1900’s, 
in order to determine its book value; or 
to look up the price trend on corn, malt 
and rye for several years; whether, for 
example, five cases of whiskey received 
from National Distillers in 1933 was con- 
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sidered an ordinary dividend; see if cer- 
tain societies are still in existence and if 
so the authorized person to contact and 
the correct address; to supply location, 
products, rating, and nature of a busi- 
ness; affiliations of directorates, etc., 
etc. 

In the general supervision of securi- 
ties it is important to watch cost of liv- 
ing trends, and so the library may be 
requested to produce statistics for the 
Pittsburgh district and the country as 
a whole, for, say a ten-year period, then 
break down by months all items for food, 
clothing, and shelter. While everything 
rests upon the judgment of the trust 
executive who selects investments, this 
judgment cannot operate in a vacuum 
but must constantly be nourished by per- 
tinent information. 

The State reports, laws and all legal 
publications are methodically arranged 
and cared for; contracts and subscrip- 
tions checked and renewed. From the 
mass of printed articles, the library 
gleans ideas and items that seem impor- 
tant enough to bring to his attention. It 
supplies him with services like Edie, Kip- 
linger, Whaley-Eaton, and papers such 
as Barron’s, New York Times, Wall 
Street Journal. To guide, confirm and 
supplement his own judgment, he de- 
pends to a great extent upon digests of 
opinions of authorities out of the tur- 
moil and unbiased by particular pro- 
blems. He needs to siphon knowledge 
from every source and carefully measure 
his findings. 


Keeping Up with a Dynamic World 


F course, he has access to current 

manuals, but if information is to 
be followed through on any subject, then 
the library is the logical place to go for 
it, because it is in position to bring to- 
gether all printed data. In its corpora- 
tion files, in addition to many annual re- 
ports and histories of companies, are 
numerous clippings on current inven- 
tions and developments. 

For instance, the library is watching 
all articles referring to Nylon, the syn- 
thetic discovery of DuPont chemists, 
which bids fair to have an important 
effect upon the profits of that company. 
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There are comprehensive files on plastics 
and resins. So many new developments 
challenge and tax the knowledge and 
judgment of the trust investment officer, 
for research is claiming the attention of 
many companies. Not only are securi- 
ties affected, but occasionally the estab- 
lished trends of individual companies are 
upset by new materials, new products, 
new processes. Our industry and econ- 
omy are in a dynamic state. It is very 
important, therefore, to get all possible 
information on trends. The library, with 
its wealth of factual material and tech- 
nical facilities to make facts available, 
meets that demand. 


And when studies are being made on 
specific trust operating problems, the lib- 
rary’s resources have proved their value 
many times. For example, in determin- 
ing fees; risk of doing business in trust 
department; allocation, net profit, rea- 
sonable operating percentage, etc.; trust 
real estate management; etc., etc. (Usu- 
ally, these articles are found in our stand- 
by, “Trusts and Estates’’, of which we 
maintain bound volumes for ready ref- 
erence. ) 


Promoting Public Relations 


N asset to the trust executive is im- 

proved public relations, and the lib- 
rary fosters such contacts. In these 
troubled times when many of our estab- 
lished institutions are under attack, it 
is well to let the public realize some of 
the services trust companies render. One 
method we use in disseminating such in 
formation, besides aiding the public di- 
rectly, is through our library. Club wo- 
men and others use its facilities for pro- 
grams and discussions; students come 
for assistance with theses; individuals 
get budget suggestions and outlines; 
friends of the bank use the library’s re- 
sources, either by personal visits or tele- 
phone calls. 


Some queer questions come over the 
wire—amusing perhaps to a bank libra- 
rian but not funny at all to the perplex- 
ed inquirer at the other end. The one 
that just about had us stumped was 
“What is the hip action of an artifical 
leg?” After all, we do have limitations! 












®@ Most banks do want speed! Exactly 
the kind of speed the Marine Trust 
Company’s night transit service gives 


you. 


This fast service enables your bank to 
save up to 24 hours in presenting cash 
items throughout New York State. 
With very few exceptions, items reach- 
ing us prior to 12:30 A. M. will be pre- 
sented the next business day in 58 
New York State cities and towns. 


Such speed is possible because of the 
Marine Trust Company’s many corre- 
spondent banks throughout the state, 
and its strategic location in the world’s 
greatest market. Send for a copy of 
our latest Night Transit Schedule. 


MARINE TRUST COMPANY 
OF BUFFALO 


A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


TRUSTS and ESTATES—May 1940 


But this, evidently, was a sincere pro- 
blem, and was needed in a hurry for ad- 
vertising copy. So, we called upon a 
medical-library colleague to dig out the 
necessary information, took the exact 
wording in shorthand over the telephone, 
and in a few minutes relayed it to the 
inquirer. Thus was one more step in 
this bank’s public relations cemented 
firmly. 


Still another method of spreading the 
bank’s service program is to encourage 
the trust man to attend conferences and 
conventions, and to keep in touch with 
local business and social gatherings, con- 
tributing his time and talents whenever 
and wherever trust connections can be 
strengthened. The library helps get 
notes on a variety of topics, supplies 
biographies for his introductions—some- 
times even drafts material for his speech. 


By this exchange of ideas and building 
of friendship, the trust man is familiar 
with national as well as local business 
and social trends. Best of all, he keeps 
the human touch and understanding 
which is essential to the sympathetic 
handling of trust estates. Without such 
appreciation, he knows he is not qualified 
to spend the life-blood of other people, 
especially in this topsy-turvy market. 
And not until the trust executive or ex- 
ecutive-to-be has learned that trust funds 
actually represent human struggle and 
sacrifice to buy safety for others is he 
prepared for efficient trust management. 
Then, and only then, is he ready to begin 
his technical education for trusteeship. 


Missouri Court Adopts Massachusetts 
Rule 


On May 7, the St. Louis Court of Appeals 
handed down a decision which adopts the 
Massachusetts Rule for investments by 
trustees in Missouri, according to advice 
from Robert Neill, Jr., local editor for 
Trusts and Estates. The case, St. Louis 
Union Trust Company v. Toberman, has not 
yet been reported. 


A few days later, Mr. Neill’s office argued 
the same point in a case before the State 
Supreme Court. A decision is expected 
reasonably promptly because of the impor- 
tance of the case. 





Executive and Clerical Aptitudes 


Fitness Tests for Education and Job Applicants 


LOUISE WEED YAWGER 
Human Engineering Laboratory, Stevens Institute of Technology; Hoboken, N. J. 


N the vacant lot across the street 
Q a building is about to be erected. 
Lumber and sand lie about in piles. At 
present, however, these raw materials 
bear no resemblance to the finished pro- 
duct as represented by the architect’s 
blueprint. This same situation is par- 
allelled in business and industry; an em- 
ployer wants to select the raw material 
—human abilities—which can be used in 
the jobs in his organization, for the fin- 
ished product — the trained employe. 
Here, as in the case of the building, the 
fundamentals may bear no resemblance 
to the finished product. 


If an employer were selecting trained 
men already successful in the field, know- 
ledge, skill, and interest would undoub- 
tedly be good criteria. The first two 
are acquired on the job. To pick such a 
man is a relatively simple matter. It is 
much more difficult to select the beginner 
who has the aptitudes for the job but 
who has had no opportunity to acquire 
skill. This is the raw material necessary 
for the finished product which business 
has in mind. 


The problem of employment may be 
handled in either or both of two ways: 
by interview or by aptitude testing. An 
interview with a prospective employe 
will provide very little knowledge about 
a man’s aptitudes; but it is invaluable 
as a means of acquiring material about 
his education, skill, knowledge, his per- 
sonal appearance, and reactions to and 
impressions on other people. All of these 
latter points are vitally important to suc- 
cessful performance. Indirectly, they are 
important to the reputation of the indus- 
try as well. A poor impression made by 
one employe on one customer, like a small 
pebble tossed into a pool of water, may 
circulate far. 


A Substitute for Chance 


OWEVER, the interview cannot se- 

lect a man for his inherent ability 
except by guesswork. As with any sub- 
jective method of selection, it is not al- 
ways reproducible. For example, H. L. 
Hollingworth in his book, Vocational Psy- 
chology and Character Analysis, discuss- 
es an experiment in which 57 applicants 
for sales positions were interviewed by 
12 experienced sales managers. Each 
applicant was ranked in order of fitness 
by each of the sales managers. The di- 
versity of results was startling; for ex- 
ample, one applicant, rated first by one 
judge, was rated fifty-seventh by an- 
other. 


In picking a man for his inherent abili- 
ty, aptitude testing is the more objective 
of the two methods. Aptitude testing 
may be approached in two ways. It is 
possible to develop a test that will suc- 
cessfully select men for the job at hand 
without knowing what it measures; its 
accuracy in picking men for the job is 
sufficient recommendation for its use. 
This technique is economical, and in 
many ways produces satisfactory results. 
However, such a test does not provide a 
knowledge of the element being meas- 
ured. The same test employed to select 
men for a similar job in a different com- 
pany might not produce such satisfac- 
tory results; the two jobs might vary 
enough to invalidate the test. 

The second method of selecting an 
employe for the job by means of tests 
is to try to break down all work into 
basic, isolated elements—fundamental 
aptitudes. This constitutes the blue- 
print of the job. Then it is necessary 
to devise a test which measures each ap- 
titude accurately to the exclusion of all 
other aptitudes so that each requirement 
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of the blueprint may be met. This is 
the kind of aptitude testing in which the 
Human Engineering Laboratory is en- 
gaged. It is the ultimate purpose of the 
Laboratory to provide industry with a 
measuring instrument for each of these 
elemental parts of all jobs. It is quite 


probable that this ideal will not see at- 
tainment within the lifetime of any per- 
son now living. At present it is able to 
measure with a reasonable degree of ac- 
curacy no more than thirteen out of an 
indefinite number of aptitudes. 


Vocational Variations 


O the best of the Laboratory’s know- 

ledge, no one has ever examined the 
field of trusteeship in order to find out 
exactly what elements go into work in 
that field. The Laboratory has not test- 
ed enough successful trustees to be able 
to say what characteristics are common 
to men successful in trusteeship. How- 
ever, other fields which may contain some 
of the same elements have been exam- 
ined, and a knowledge of elements com- 
mon to these fields may give some indica- 
tion as to those common to the field of 
trusteeship. 

Accountants, statistical workers, sec- 
retaries, and clerical workers measured 
by the Laboratory score high in account- 
ing aptitude. Laboratory statistics show 
that fourteen times as many accountants 
who have been in accounting four years 
score A or B on the accounting aptitude 
test as score C or D. By accounting ap- 
titude the Laboratory means simply an 
inherent ease in dealing with figures and 
symbols. Often a man’s first job is pri- 
marily clerical. When this is the case, 
the man who scores average or above in 
accounting aptitude is often facilitated 
in the performance of clerical tasks, and 
is thus, perhaps, able to move on to jobs 
using a greater portion of his ability 
sooner than the man who does not poss- 
ess such a facility with figures and sym- 
bols. 

On the other hand, structural visuali- 
zation, a characteristic of engineers, 
scientists, surgeons, and architects, does 
not seem to be common among business 
executives, accountants, statistical work- 
ers, and lawyers, perhaps because the 
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work in which these men are engaged 
does not make use of this aptitude. 
Structural visualization is the ability to 
visualize mentally three-dimensional ob- 
jects. An architect must be able to look 
at a blueprint and visualize how the fin- 
ished building will appear; a surgeon 
must be able to visualize the position of 
each organ in the body before he makes 
his first incision. Men engaged in trust 
administration probably do not have op- 
portunity to make use of this aptitude, 
and as a group may score low in it. 


Personal and Impersonal 


HE Laboratory distinguishes the in- 

dividualistic or subjective type of 
person from the objective or group-con- 
tact worker by means of the personality 
worksample. Research workers, whose 
jobs demand a minimum of personal con- 
tact, average extremely subjective; pro- 
fessional men, whose approach is that of 
the specialist, average subjective; execu- 
tives average objective, and salesmen, 
whose success depends primarily on their 
ability to meet and talk with people, aver- 
age extremely objective. 

One study of the relationship of per- 
sonality to success in executive work 
was carried out in a factory operating 
under what was called a ‘plan of repre- 
sentation’. Under this plan any employe 
who felt that he and his fellow workers 
had been unfairly judged by the fore- 
man had the right to bring his complaint 
before a committee of six men for re- 
consideration as to the justice of the 
foreman’s decision. 

The Laboratory measured 40 foremen 
and assistant foremen, dividing them on 
the basis of personality into objective 
and subjective groups. The records of 
these foremen were then studied, and it 
was found that those who had originally 
measured subjective in personality had 
had twice as many complaints against 
their decisions as those who measured 
objective. Furthermore, the reviewing 
committee had actually reversed 80 per 
cent of the decisions made by subjective 
foremen, although it had confirmed 70 
per cent of the decisions handed down by 
the objective group of foremen. These 
results would suggest that subjective 





men and women have difficulty in making 
an impersonal decision, while objective 
people are instinctively better able to 
see both sides of a controversy and to 
keep a group of people widely varied in 
temperament and mental make-up work- 
ing successfully together. 


In coordinating and presenting logi- 
cal arguments, in absorbing the signi- 
ficance of charts and tables, lawyers evi- 
dently make use of an aptitude which the 
Laboratory has called inductive reason- 
ing. Inductive reasoning is the ability 
to see relationships between seemingly 
unrelated facts or ideas—the ability to 
synthesize. In this respect it differs 
from analytical reasoning which is the 
ability to break down a whole into its 
component parts. 


Great Importance of Vocabulary 


INALLY, no matter what a man’s 
combination of aptitudes, one factor, 
a large English vocabulary, seems to con- 
tribute more than anything else to suc- 
cess in any field. The low vocabulary 
man is likely to be relegated to routine 
jobs regardless of his ability. Vocabu- 
lary is not an inherent aptitude; it may 
be acquired. By conscious effort a man 
may increase his vocabulary. Present 
statistics show that on the English vo- 
cabulary test of 150 words, college grad- 
uates average 122 correct answers. On 
the other hand, presidents, vice-presi- 
dents and department heads measured 
by -the Laboratory consistently average 
much higher, about 141 correct answers. 
In comparing the percentages of offi- 
cials who made high scores in various 
ranges with the percentages of college 
graduates who made the same scores, it 
may be seen that over half of the officials 
score as high as the top 6.4 per cent of 
college graduates. Vocabulary more than 
any other single characteristic which the 
Laboratory can measure determines the 
executive rank which a man may reach. 
Typical non-college-graduate shop fore- 
men average about as high as college 
graduates. Department heads _ score 
higher, averaging about 135 correct 
answers out of a possible 150, and major 
executives score 143. 


48 WALL ST., NEW YORK 


Uptown Office: 
MADISON AVE. AT 63rd STREET 


Furthermore, all indications are at 
present that a man usually possesses a 
large vocabulary before he attains suc- 


cess. The comment has been made that 
in this respect the Laboratory has ‘put 
the cart before the horse’, that a large 
vocabulary may be merely a result, an 
outward indication of an underlying ap- 
titude for picking up new words easily. 
If this were true, a conscious effort to 
build vocabulary would have little effect 
since it could not alter the underlying 
aptitude. Furthermore, if English vo- 
cabulary is the direct result of an under- 
lying aptitude, vocabulary scores when 
plotted should reveal the presence of that 
aptitude. Present research gives no in- 
dication that vocabulary depends upon 
any single aptitude. 


The Problem Child of Business 


HAT use can business make of such 
general conclusions? Of what 
value is a selection based on such slim 
evidence? As yet aptitude tests cannot 
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state conclusively that a man’s chances 
of success in one specific field are great- 
est to the exclusion of all other fields. 
Two men with the same aptitude may 
achieve widely separate goals, yet each 
would be successful in his chosen field. 
For example, the successful door-to-door 
salesman possesses many of the apti- 
tudes common to the executive in adver- 
tising; the surgeon and the technical en- 
gineer possess many aptitudes in com- 
mon. 

Yet, the man who is in a job for which 
his aptitudes do not fit him is frequently 
a dissatisfied worker, a “problem child” 
of business. His job is likely to be poor- 
ly done, and as a result his chances of 
repaying, within a short time, the cost 
of his training, are cut down. Such a 
man may leave or be dismissed without 
becoming useful to the company. The 
initial investment is then lost. If he 
does not leave, his chances of progress- 
ing are lessened when he becomes dis- 
couraged because other men who possess 
the aptitudes required in the field usu- 
ally fill the better jobs ahead of him. 
Ideally, a knowledge of aptitudes should 
bring employer and employe together so 
that one complements the other most 
effectively. 


First Bank Employees 
Conference a Success 


EACTIONS to the the First Annual 

Conference of Bank Employees of 
the State of New Hampshire indicate 
that the plan has proven successful. 
What is believed to be the first confer- 
ence of its kind held anywhere was the 
creation of E. Curtis Matthews, presi- 
dent of Piscataqua Savings Bank, Ports- 
mouth, who acted as chairman of the con- 
ference which was sponsored jointly by 
the State Bankers Association and Sav- 
ings Banks Association, on March 27 in 
Concord. The purpose of the conference 
is best expressed by Mr. Matthews him- 
self, who writes: 


“It was an experiment, to be sure, but by 
very active publicity and through personal 
appeals of our Committee to all of the bank 
executives in our state, we did receive about 
80% cooperation. The whole affair was an 
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attempt on our part to make our employees, 
as well as the executives, public relations 
minded. The executives have had public 
relations preached to them for ten years by 
their various associations, but the employee, 
who constantly contacts the public at the 
bank window, knows very little about the 
subject. 

“We felt that an all-day conference on a 
business day, at the expense of the banks, 
would be an incentive for a full attendance, 
and in this inference we were correct. It 
was an attempt to take representative em- 
ployees from their routine work for a day 
and give them a picture of their institution 
from the point of view of the public. We 
realized that it was those people at the 
bank window who in a great measure reflect 
the atmosphere of the bank. The meeting 
was also an attempt to enlighten, educate, 
inspire and create sincere enthusiasm on the 
part of the employee toward the welfare of 
his institution. 

“As to the follow-up to this meeting, we 
felt that group meetings of all the employ- 
ees of each bank in various sections of our 
state would be held, and a report of this 
meeting would be given by those who at- 
tended, thereby giving to all our employees 
at least second-hand enthusiasm which was 
generated at the statewide conference.” 


The principal speakers at the meeting, 
which was attended by some 125 employ- 
ees, were William A. Irwin, associate 
educational director, American Bankers 
Association, who graphically brought 
home to the audience the importance of 
their daily contact with the public, im- 
pressing upon them the fact that every 
word or act of theirs, both within .and 
without the bank, was a powerful force 
for the creation or destruction of good 
will in their communities; and William 
Powers, director of customer relations, 
A.B.A., who elaborated on this theme. 

Nute T. Flanders, executive secretary 
of the Savings Banks Association of New 
Hampshire, writes that, on talking with 
many who attended, he learned that prac- 
tically every individual theretofore knew 
what public relations was but was never 
aware of the importance of his daily 
contacts with the public. Apparently the 
man on the street was also reached, 
through releases to the newspapers, Mr. 
Flanders states, since many individuals 
have commented on the meeting. 





Vocational Education in the Insurance Business 


DANIEL J. 


Supervisor, Agency Field Service, 


HE fields of life insurance and trus- 

tee work are similar in many re- 
spects. Hence, the editor of Trusts and 
Estates may be right in assuming that 
those engaged in trust work would be 
interested in a brief description of the 
educational activities of an insurance 
company. 

When an insurance company has con- 
ducted a training school for field men for 
a period of thirty-seven years, through 
the administrations of three company 
presidents, and is making plans for fu- 
ture years, it seems safe to say that the 
venture has been satisfactory and suc- 
cessful. The Travelers Insurance Com- 
pany of Hartford began its school in 
1903. It is not only the oldest in the 
insurance field but is one of the oldest 
in the realms of American business. It 
was founded almost coincidentally with 
the nation’s oldest vocational school, that 
conducted by the National Cash Register 
Company at Dayton, Ohio. 

During the first years of the school, 
it was attended solely by salaried field 
supervisors. In 1936, the school was 
opened to agents in the life and accident 
departments. There are nine classes a 
year, each lasting four weeks, and at- 
tended by men from all parts of the 
United States and Canada. The major 
function of the school is to acquaint the 
agent with the many forms of policies. 
However, a great deal of stress is laid 
upon what is coming to be one of the 
most important features of life insur- 
ance, mainly, the adapting of the policy 
to the specific needs and capabilities of 
the owner. With this in mind, the agent 
is shown how one type of insurance may 
not be well suited to the needs of the 
prospect, another type may exactly fill 
his need as well as his pocketbook. Upon 
graduation these men go into the field 
as agents, spending an ensuing six 
months of Field Training under a super- 
visor. 


BLOXHAM 
The Travelers Insurance Company 


Must Know His Business 


HE reason for this intensive train- 

ing of the agent-to-be is self-evident. 
In almost no other transaction is it more 
essential to deal with a man who knows 
his business than in the purchase of life 
insurance. A man may purchase almost 
any commodity without having too much 
faith in the salesman. The life insur- 
ance contract on the other hand, is one 
so closely allied with the fortunes of the 
owner and his dependents that poor judg- 
ment on the part of the buyer, or un- 
wise counsel on the part of the salesman, 
may result in dire consequences. The 


life insurance agent, unlike the common 
commodity salesman, has been intrusted 
with a vital responsibility. 
ment is final. 

This is a peculiar characteristic of the 


His judg- 


insurance business; the buyer of an auto- 
mobile will take the time to examine and 
compare every feature of several makes 
of cars; the purchaser of a home will 
put hours of thought into every detail 
connected with the proposed acquisition ; 
but the investor in a life insurance pol- 
icy must invariably rely on the agent’s 
judgment. In an amazing number of 
instances, life insurance investors don’t 
know what they have bought even after 
the contract has been theirs for many 
years. We all remember the late Chief 
Justice Taft’s unblushing admission that 
he had never read the contents of any 
of his insurance policies. 

With this trust conferred upon them, 
producers of life insurance owe the pub- 
lic a thorough knowledge of their product 
and a complete understanding of its ap- 
plications. To be remiss in these 
achievements is a grave deficiency. With 
the facilities placed at the disposal of 
most agents it is an unpardonable defic- 
iency. 

At the present time, enrollments in 
The Travelers schools are at capacity. 
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Apparently the life insurance agent of 
the future will be a man who thoroughly 
knows his business, and that is the type 
of man any business, most emphatically 
the insurance business, needs. 


Life Investment School Plan 


The preliminary edition of the catalogue 
for this year’s session of the American Life 
Convention’s life officers investment sem- 
inar has been released. This seminar will 
be conducted in cooperation with the School 
of Business of the University of Indiana, 
Bloomington, July 15 to 26. The curricu- 
lum, balanced between study of advanced 
technical aspects of investment and the 
broader economic phases affecting long- 
range investment planning, will include pe- 
riods devoted to consideration of problems 
of security analysis and specific investment 
policy questions. 

ee) 


Fewer Life Agencies 


Data submitted by 76 life insurance com- 
panies, representing 79 per cent of the total 
new ordinary and industrial business in the 
United States in 1938, reveals the number 
of agents’ contracts has shown a distinct 
downward trend since 1934. The Life In- 
surance Sales Research Bureau of Hartford, 
which conducted the survey, estimates that 
192,500 agents’ contracts were in force as 
of August 1, 1939. This represents a de- 
crease of 24,900 agencies or 11.5 per cent. 

The bureau’s survey also showed that full- 
time ordinary contracts have decreased 21 
per cent and part-time 33 per cent; brok- 
erage contracts have increased 19 per cent 
since 1934. They believe a conservative es- 
timate of the number of ordinary agencies 
in the United States is at least 5,000. 


Chicago Life Underwriters Graduate 


More than 450 Chicago life underwriters 
were recently graduated after having com- 
pleted two lecture series conducted by In- 
surance Research and Review Service. Of 
these, 301 association agent members took 
the 13-week lecture course on fundamentals 
of selling, and 165 agents, who had had 
this course last year, completed a 24-week 
lecture series on taxes, estates and business 
insurance. 

a , 


Insurance Education Program 


The educational program of the Missouri 
Association of Life Underwriters has met 
with marked success. The program, de- 
signed for immediate public recognition of 
the underwriter and the ultimate estab- 
lishment of the importance of life insurance 
in the minds of future buyers, consists es- 
sentially of the sponsorship of lectures in 
high schools throughout the state by local 
underwriters. Up to this month, 188 schools 
had requested a lecture on life insurance 
in response to a questionnaire. The asso- 
ciation’s committee hopes to develop the pro- 
gram in colleges and universities as well. 

ee ) 
Life Insurance Publicity 


With the purpose in mind of giving the 
public a better understanding of life insur- 
ance, the Institute of Life Insurance has 
inaugurated a new technique in advertising 
by sponsoring a weekly column of comment 
by Holgar J. Johnson, president of the in- 
stitute. 

The column, entitled “Hindsight and Fore- 
sight,” appears in 258 newspapers pub- 
lished in 164 cities throughout the country. 
It shows how life insurance operates and 
how the 64,000,000 policyowners can get the 
most out of it. 





Institute Training 


Banking’s Laboratory for Study of ii 
Practice and Application 


HARRY R. SMITH 


President, American Institute of Banking, and 
Assistant Vice President, Bank of America, N. T. & S. A., 


San Francisco 


NDUSTRIALISTS learned a _ long 

time ago that to keep abreast of the 
times it is necesary to be constantly on 
the alert for opportunities and methods 
of business development, not only of 
one’s own business, but, to be most suc- 
cessful, to the development of the busi- 
ness of one’s customers as well. 

A half century ago there was a vast 
difference in the relationships which ex- 
isted between the banker and his clerical 
staff and the bank customers. Because 
banking customers were relatively few 
and transactions were not too volumin- 
ous, the contacts of the customer were 
almost exclusively with the banker-offi- 
cer. While it was necessary that each 
clerk know how to perform the routine 
tasks of money-counting and account- 
keeping which were assigned to him, it 
was not expected that he know much 
more. 

There was little incentive for the bank 
worker of those days to study anything 
about the theory of banking, or of the 
practice, except as it touched his own 
job, for he saw no likelihood of his ever 
being called upon to use such knowledge. 
When the owners of the bank desired to 
be relieved of their duties and responsi- 
bilities, the usual practice was to bring 
sons into the business at the top, or to 
sell the bank. Because of the tremend- 
ous growth in the number of bank cus- 
tomers and in the volume of transactions, 
the customer’s contact has been less and 
less with the bank officer and more and 
more with the bank worker. As before, 
it is necessary for the bank clerk to know 


From address before the American Bankers As- 
sociation 1939 Regional Conference at Richmond, 
Va. 


-grandfather might have done. 


the routine of his own job, but he must 
also know something about the whole 
theory and practice of banking, if he is 
not to give the customer a negative and 
unfavorable impression. In contrast 
with his predecessor of seventy-five years 
ago, the bank teller of today will find 
that his circle of friends and acquaint- 
ances includes a great many people who 
are customers or potential customers of 
banks. To those people, he is the bank, 
for they seldom have an opportunity to 
meet its senior officers. 


In the gradual disappearance of the 
private banker and the banker-owner, 
there has grown up the large corporate 
form of banking in which the ownership 
is spread around among a large number 
of stockholders. Hence there has grown 
up a group of professional bank opera- 
tors, a body of bank men who are officers 
because of their training rather than 
because of their ownership of the bank. 
The training of such a group is an edu- 
cational task of a high order. In this 
day of big scale banking, it is no longer 
possible for the president of the bank 
to sit down with each embryo bank offi- 
cer and “show him the ropes” as his 
Some 
more formalized plan is necessary. 


Educational or Social? 


The founding and growth of the Amer- 
ican Institute of Banking have been in 
response to the demands created by the 
gradual changes and developments of the 
banking business itself. The Institute 
originated in the minds of a few ener- 
getic, forward looking bank clerks in 
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Minneapolis, who got together to learn. 


more about the business in which they 
were engaged. They met informally, 
sometimes with an instructor and some- 
times without. There were no formal 
textbooks, no organizations. 


One of the early struggles was between 
two schools of thought as to the proper 
function of the Institute, one that the 
Institute should be primarily education- 
al, the other that it should be fraternal. 
Our own entry into the war in 1917 
placed further strains upon the banks 
and witnessed an increase in the number 
of bank workers. Men who had gone to 
the front were replaced by young, inex- 
perienced men, or by women. There was 
a desperate need to give to this vast army 
of new bank clerks, some technical train- 
ing in bank work. The Institute set it- 
self to this task and for several years 
devoted much of its energy and atten- 
tion to the training of the junior bank 
clerks. At this time elementary bank- 


TRUSTS and ESTATES—May 1940 


ing, commercial law, and economics con- 
stituted our curriculum. 


Real Need Arises 


The events from 1931 to 1934, which 
witnessed a drastic reduction in the num- 
ber of banks and of bank workers, 
served to remind us that there was a real 
need for education, not only in banking 
operations and theory but also in bank 
management. To its curriculum the In- 
stitute added such courses as Analyzing 
Financial Statements, Bank Manage- 
ment, and other advanced courses. 


Since 1935 the Institute has been 
turning its attention more keenly to its 
graduates and the other bank officers. 
The Graduate School of Banking was 
founded, designed to give training of 
an advanced nature to graduates of the 
Institute who are bank officers, and to 
other bank officers with equivalent. 
training. The success of The Graduate 
School of Banking and of the many 
banking conferences and _ banking 
schools which sprang up all over the 
country, is proof that the older bank 
men are genuinely interested in educa- 
tional work of this kind. Whereas 
these ventures are national and re- 
gional in scope, it is the aim of the Amer- 
ican Institute of Banking to provide 
educational work of a similar mature 
character on a local basis. 


Many believe that the time has come 
for the Institute to become more fully 
the Institute of Banking. The American 
Bankers Association and the various 
state associations are associations of 
banks. The American Institute of Bank- 
ing is the only association of bankers. 
Those activities dealing with legislation, 
protection, etc. are not usually of a na- 
ture to be carried on locally, but the 
educational and public relations aims 
undoubtedly call for some practical means 
of making them effective locally. 


Principal Objectives 


In essence, the program of the Ameri- 
can Institute of Banking has two main 
objectives: First is the study of the 
theory and practice of banking and all 
of the many subjects related thereto, 





and the establishment and recognition 
of appropriate standards. Second is the 
development of a better relationship be- 
tween the public and banks, as by the 
dissemination of information on banking 
and monetary matters. 

Regular classroom work is the back- 
bone of the Institute, and probably al- 
ways will be. It provides training in the 
practice or mechanics of banking for the 
rank and file of bank workers, and train- 
ing in the theory and in some of the 
managerial aspects of banking for the 
senior clerk and the junior officer. In 
addition, the Institute now encourages 
advanced study for graduates and other 
bank officers by the round-table or sem- 
inar method, to pursue a certain line of 
study, or to deal with problem cases. In 
some instances these seminars are ad- 
dressed by a series of outside speakers. 
In other cases, each member of the sem- 
inar group undertakes to do a little re- 
search work on an assigned problem and 
then present his findings either as a 
paper or as a report on the particular 
meeting night assigned to him. Some 
of these seminars have been following 
the outlines of a text, or of the books of 
case problems. In other instances the 
cases have been drawn from the credit 
files of the local banks, disguised to safe- 
guard any confidential information. A 
number of chapters have tried the sem- 
inar, and have reported that the older 
graduates and junior officers, and in some 
cases the senior officers, have displayed a 
lively interest in it. It is our desire that 
more of the chapters of the Institute 
give consideration to the use of this 
educational method. 


“Community” Education 


There are great possibilities also in 
the forum or conference idea, wherein 
capable speakers address the member- 
ship on matters pertaining to banking, 
general economics, and kindred matters, 
of intense value to the entire banking 
personnel of the locality. The Institute 
might well devote further attention to 
encouragement of its use. 

I have felt that the Institute should 
also encourage and provide means for 
study in the various businesses and ac- 
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tivities upon which the life of each com- 
munity depends. If, for example, your 
bank is in an area in which tobacco is 
a major industry, you must know not 
only banking, you must know quite a bit 
about the problems of the tobacco indus- 
try. 


In a part of California, there has been 
a notable increase in recent years in the 
acreage planted to cotton. Not many 
bankers knew much about it. Our local 
chapter is undertaking an _ extensive 
study of the cotton business at first hand. 
They visited the cotton fields during the 
growing season, and had a representa- 
tive of the U. S. Department of Agri- 
culture speak before them on soil analy- 
sis, irrigation and spraying, boll weevil 
prevention, cross-pollinization, etc. They 
visit the fields during the picking, and 
discuss the itinerant labor problem as 
it is associated with the harvesting of 
this crop. They visit the cotton gins, 
the compresses, and the cotton-seed oil 
mills. Future meetings are planned at 





which they will hear discussions of such 
phases of the business as the market 
situation and competition from other 
areas and with other fibers, such as 
rayon. They will be the better bankers 
for it. 


Training for Public Relations 


Our second common objective is the 
development of better public relations. 
One of the first steps the Institute takes 
in this direction is the training it offers 
in public speaking and debate. We have 
already seen what damage can be done 
by demagogues—not only to the bank- 
ing business but to the whole economy 
of the nation. While all the leftist ele- 
ments have been loud in their declara- 
tions against them, bankers as a class 
have been conspicuously silent. Some- 
one has well said that what this country 
needs is a good rabble-rouser of the 
right. We are not trying to produce any 
rabble-rousers, but the Institute has suc- 
ceeded in training a great many young 
men and women in banks who have been 
doing a tremendous work in public edu- 
cation. These speakers appear before 
grammar and high schools, colleges, 
civic clubs, and parent-teachers associa- 
tions, and speak over the radio. They 
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carry the message of what banking is, 
and how it helps business, industry, the 
worker, and the farmer. 

Last October the Alumni Association 
of San Francisco Chapter gave a ban- 
quet to which the bankers of the city 
were encouraged to invite a selected num- 
ber of their directors and big commer- 
cial customers. It was pointed out that, 
while industry had its research labora- 
tories to develop and improve their pro- 
ducts and services, so the banks had 
their research laboratory in the Ameri- 
can Institute of Banking, constantly 
studying banking problems and seeking 
ways to serve industry and business 
more effectively. Our Educational Di- 
rector, Dr. Harold Stonier, spoke of the 
joint responsibility of business and bank- 
ing in a democracy. 

For weeks afterward the customers 
who attended and many of the bankers 
went out of their way to express their 
appreciation of the opportunity to hear 
that message and to become better ac- 
quainted. We have been urged to make 
this an annual event. Another chapter, 
out in the country districts, is now plan- 
ning to hold a similar public relations 
dinner. Such dinners have long been 
held by some larger chapters on the east- 


Boston and harbor, locale of 38th annual Convention of American Institute of 
Banking, June 3-7, 1940. The trust program includes addresses on: Investing Trust 
Funds under the Massachusetts Rule; Operation of a Small Trust Department; Just 
How Profitable are Trusts? ; Employee Educational Programs; Close Corporations and 


the The Public Looks at Trusteeships. 





TRUSTS AND ESTATES 


Borrowing the title of this magazine, we have been handling Trusts and 
Estates since 1867. Our Trust Officers, well versed in their own right 
in fiduciary matters, have in addition the background of these many 
years’ experience of this old and reliable institution. 

Corporate Trusts receive the same detailed attention as do Individual 
Estates. 


PEOPLES-PITTSBURGH TRUST COMPANY 


Pittsburgh, Pa. 


MEMBER 
FEDERAL RESERVE SYSTEM 


ern seaboard, and it is a project which 
local chapters elsewhere might well con- 
sider. 


We have found that local chapters 
measure up to the fullest possibilities 
of the program only to the extent that 
an active interest is taken in the work 
by the executive officers of the banks, 
and that a well-rounded local program 
requires that the executive and oper- 
ating officers of the local banks: 


1. Counsel with the officers of the local 
chapter in the matter of arranging the 
whole program of the chapter; assist in 
selecting the instructors for the courses; 
assist in getting forum speakers of the 
right caliber, and review the financial 
operations of the chapter. 

2. Encourage progressive junior offi- 
cers and other capable young men and 
women to participate in the administra- 
tive work of the chapter. 

3. Encourage the entire staff to parti- 
cipate in some part of the educational 
program, both by personal word and by 
example. 


Through training in the technique of 
banking, your staff can give better ser- 
vice to your customers. Because of 
training in the theory of banking and 
in kindred subjects, your staff can make 
a more favorable impression upon the 
customers at the window, and upon those 
they meet in social life. 


MEMBER 


FEDERAL DEPOSIT INSURANCE CORPORATION 


The employee—or junior officer—is 
more than a name on a payroll ledger. 
He is a personality, impressing himself 
upon your customers and prospective 
customers more frequently than you do 
yourself. Under the proper educational 
stimulus and guidance, he can become a 
valuable asset better able to be master 
of his job and to see possibilities for the 
bank’s being useful in helping the busi- 
nessman develop his own business. 


Giannini Educational Endowment 


The 14th Annual National Public Speak- 
ing Contest, made possible by the “A. P. 
Giannini Educational Endowment for the 
American Institute of Banking,” is to be 
held in connection with the Institute’s con- 
vention next month. Four prizes, from $500 
down, will be awarded to the best speakers 
among the membership of the 248 chapters 
of the A.I.B., on the subject “Chartered 
Banking—Its Right to Exist.” 


The endowment was established in March 
1927, when Mr. Giannini created a trust 
fund of $15,000, with Bank of America 
N. T. & S. A. as trustee, the income to be 
used to provide the prize money for the In- 
stitute’s public speaking contest. Interest 
was so great in the contest that the fund 
was increased to $50,000 in April 1928. The 
bank pays the income from this fund to the 
A. I. B. 





OOFF one slogan expresses the basic 
reasoning that underlies all trust 
department advertising and solicitation, 
it is . . . “There is no substitute for 
experience.” 


In planning the administration, transfer 
and conservation of an estate... in 
carrying out that plan, as executor and 
trustee . . . the corporate fiduciary’s 
experience is the factor that, more than 
any other, makes its service valuable. 


_ Experience is also the principal reason 
why leading banks and trust companies 
use Purse service year after year. They 
start using it in order that their business 
development plans and advertising will 
be based on The Purse Company's ex- 

They con- 

tinue using it because their experience 

thereafter proves that Purse service is a 


perience of over 40 years. 


profitable investment. 


Decide now to let experience, ours and 
yours, be the foundation of your future 
business development program. 


The Purse Company 


Chattanooga, Tennessee 


Headquarters for Trust Advertising 


Boston New York Chicago Los Angeles 
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Continuity for Executives 
(Continued from page 516) 


to study new ideas or more efficient ways 
of performing old functions. 


Keeping Up Discipline and Contact 


HE value of the mental discipline 

which must accompany the pursuit 
of a given line of study for a period of 
two years is a real factor. When men 
of an average age of forty years submit 
to the discipline required by the exten- 
sion and research work during the 
months intervening between three resi- 
dent sessions, they, of necessity, must 
strengthen themselves. 

And lastly, there come great satisfac- 
tion and gain to a man from taking a 
thesis topic, developing it by studying the 
contributary problems, analyzing it and 
finally arriving at some convictions. Our 
directors and officers are enthusiastic 
about the Graduate School of Banking. 

It should be the hope of the Graduate 
School of Banking that its graduates 
will continue their educational efforts 
in their chosen field by sharing and 
developing the information they have 
obtained by conducting Institute 
courses or training courses within their 
own bank. Some of the contributions 
which such graduates can make would 
be in the field of preparation of articles 
for publication, in talks before bank and 
trust groups and even in the publica- 
tion of books upon the subjects in 
which they have specialized. 


By sharing with others their experi- 
ence and educational opportunities at 
Rutgers, nearly two hundred graduates 
each year of the Graduate School of 
Banking should make a highly valuable 
contribution to the banking and trust 
field in the years ahead. 


The third annual Bankers Short Course 
of the Florida Bankers Association, sched- 
uled for May 27-30 at the University of 
Florida which cooperates with the associa- 
tion in this program, is evidence of an edu- 
cational plan which apparently proved suc- 
cessful. Although this particular Course 
did not include any discussion of fiduciary 
subjects, the idea is doubtless suitable for 
development along trust and estate lines. 





A Manual for Trust Department Operations 


Educational, Efficiency and Economy Values of “Controls” 


MALVIN F. GSTALDER 
Vice President and Trust Officer, The First National Bank of Willamsport, Pa. 


OW that all trust departments are 

faced with the provisions of the 
Wages and Hours Law it appears that 
the use of a Manual for Trust Depart- 
ment Operations is more and more nec- 
essary in order that economies in opera- 
tion through the control of “‘man-power” 
and refinement of operating procedure 
can be effected. 

The report of our Costs and Charges 
Committee has made it plain that sixty 
cents out of every dollar of trust depart- 
ment expense is used for officers and 
clerical salaries and since trust service 
is largely personalized service, salaries 
have constituted, and will always consti- 
tute, in well regulated departments, a 
major part of the outlay for operating 
costs. Now they will be further in- 
creased by the necessity to pay over-time. 

It goes without saying that the selec- 
tion of a capable staff, from the head 
of the department down to the lowest 
paid clerk, is an essential of good man- 
agement, but the manner in which they 
spend their time during our present re- 
stricted working hours is just as essen- 
tial, if not more so, to economical and 
profitable trust administration. 

Obviously high priced men should not 
spend their time in doing work which 
can be done properly and expeditiously 
by lower salaried employees. After the 
proper niche is found where his ability 
can be put to the most productive use, 
each officer and employee should be care- 
fully instructed regarding his duties and 
responsibilities and should be given a 
reasonably complete and written set of 
instructions to guide him in his work. 
Valuable time should not be consumed 
in reconsidering and rediscussing prob- 
lems already settled. There is one 


Submitted as report of Committee on Manual 
for Trust Department Operations at annual con- 
vention, Pennsylvania Bankers Association, Atlan- 
tic City, May 23, 1940. Mr. Gstalder is the Chair- 
man of the Committee. 


best way to handle a given problem and, 
once that way is found, it should be re- 
corded for the future guidance of every 
one in the department. 


What Is A Manual? 


The avoidance of error is just as im- 
portant as the control of the time factor. 
No department of the bank requires so 
much personal attention to detail and 
carries so much responsibility as does 
the trust department. Duties and re- 
sponsibilities can not be left to memory. * 
Accounts must. be accurate, decisions 
sound and errors must be avoided. If 
the trust man errs or neglects an im- 
portant detail he runs the risk of sub- 
jecting his institution to costly litiga- 
tion, bad publicity and surcharge, which 
follows with loss of business. These all 
reflect on the pocketbook of the depart- 
ment and for that reason the method of 
operation in all respects must be as near- 
ly perfect as it is possible to make it. 

These matters can best be kept under 
careful control through the use of a Man- 
ual of Trust Department Operations 
whereby all of the functions and opera- 
tions of the department are coordinated. 
A Manual has been defined as a set of 
written explanations and instructions on 
the details of the operations of the de- 
partment, available to everyone in the 
department and telling what to do, when 
to do it and how to do it. It is in writ- 
ing in order that it may mean the same 
thing and be available to everybody in 
the department. Its use has disclosed 
many instances of needless expenditure 
where departments have been over-man- 
ned, over-organized, over-mechanized and 
conducted extravagantly. At the other 
extreme, its use has disclosed to the man- 
agement a penny wise and pound foolish 
attitude where their departments have 
outgrown the scope of their original 
operating systems. 
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For Whom Is It? 


The Trust Company Section of the 
Pennsylvania Bankers Association has 
appointed a Committee to assist its mem- 
bers in preparing their own manuals of 
trust department operations by submit- 
ting a proposed manual to be used as a 
guide. The first section of this work 
was distributed last year and was favor- 
ably received. It is expected that the 
entire assignment will be finished by the 
end of the year. This suggested Manual 
of Operations has been designed to be of 
use to: 

(a) the Trust Committees of the Board 
of Directors, to assist them in supervis- 
ing the operation of the trust depart 
ment, responsibility for which they are 
charged by both law and regulation, and 
passing upon recommendations for the 
improvement of operations; 

(b) for the Head of the Trust Depart- 
ment, the man charged with the proper 
successful operation of the department 
as a whole, to enable him to visualize the 
department as a whole, both now and in 
the years to come, as well as to apply 
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the microscope to the smallest detail of 
operation and to call in specialists—law- 
yers, accountants, tax men and others— 
for the improvement of the details of 
operation along their respective lines; 

(c) for the Trust Officers, those 
charged with the actual administration 
of trust accounts, to coordinate the trust 
department as a whole on each account 
so that the Trust Officer can employ the 
trained experience of everybody with no 
lost motion or duplication, and to have 
someone definitely assigned to every 
operation. 

(d) for the employee who has been in 
the trust department long enough to 
know his way around, to serve as a re- 
minder of the authorized operation and 
procedure and as instruction as _ to 
changes in operation or procedure. 

(e) for the employee just coming into 
the trust department, whether from an- 
other department or from the outside, 
to show him when, where and how he 
would be expected to perform his duties, 
where he belongs in the organization, 
and help him to avoid the confusion of a 
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multitude of sometimes conflicting word 
of mouth advice and instruction. 


The various chapters in the complete 
proposed Manual have been divided 
among the members of the Committee 
to establish a central head where in- 
quiries and suggestions may be directed 
by interested trust men. 


The Committee has set itself up as a 
clearing agency to gather, digest and dis- 
seminate information on accepted meth- 
ods of operating procedure through the 
suggested form of manual. It invites 
suggestions and criticism as well as con- 
tributions of material for which full 
credit will be given to the contributor. 


A list of the 37 chapter headings will in- 
dicate the scope of the proposed completed 


manual: Introduction; History; Commit- 
tees; Administrative Personnel; Operating 
Personnel and Equipment; Bookkeeping and 
Accounting; Cash; Bonds; Stocks; Mort- 
gages; Mortgage Participations; Mortgage 
Tvestment Funds; Common Funds; Real 
Estate; Notes and Articles of Agreement; 
Miscellaneous Assets; Investment Super- 
vision and Management; Checking Per- 
formance; Settlements; Examinations and 
Audits; Executorships; Administrator- 
ships; Trusteesships; Life Insurance 
Trusts; Agencies and Custodianships; 
Guardianships in Orphan’s Court; Guar- 
dianships in Common Pleas Court; Co-Fidu- 
ciaries; Insurance; Real Estate Taxes; 
Federal Estate Tax; Federal Gift Tax; In- 
come Tax; Personal Property and Corporate 
Loans Taxes; References and Library; New 
Business. An index to forms concludes the 
manual. 


Is It Worthwhile? 


It has been questioned whether the 
amount of work involved is worth the 
effort. This may be justified, beyond 
question, from a protective angle. A re- 
view of the operating procedure may 
prevent loss due to careless or uncon- 
trolled procedure in handling cash and 
negotiable securities, which alone would 
appear to be worth the effort. The ac- 
tual preparation of a Manual of Opera- 
tions for the trust department should 
prove to be thought provoking on the 
part of all of the officers and employees 
engaged in that effort, and the review 
of the operations of the department as 
a whole should call attention to many 
ways in which non-essential and waste- 
ful methods can be eliminated and oper- 
ating costs thus be diminished. 


All of the key men in the department 
should be given an opportunity to con- 
tribute to the writing of the Manual 
thereby giving them the benefit of set- 
ting down in writing the scope of their 
work. They should be invited to give 
advice and criticism because they are 
close to the operations and can do much 
to make their particular section of the 
Manual acceptable and practical. This 
opportunity to contribute ideas will do 
much to insure loyalty and let the em- 
ployee know that he is an important part 
of the organization. The actual respon- 
sibility for the complete preparation of 
the Manual should rest in some senior 
officer designated by the head of the in- 
stitution. 
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The educational value of a Manual of 
Operations is especially important. Upon 
the completion of the bank’s own Manual, 
the employees in the bank as well as 
those employed in the trust department 
will have available a complete and auth- 
oritative reference work and a clear 
statement and picture of the functions 
of the trust department and of the many 
and various services which it is called 
upon to perform, permitting the entire 
staff to speak intelligently to the public 
on trust department matters and to in- 
form it accurately and fully regarding 
the importance of that department in 
the life of the community. 

The author of a recent article in clos- 
ing, said: ‘‘Good manuals are good tools 
in a skilled worker’s hands and will pro- 
duce excellent results”. 


Mortgages for Common Funds 


Effective June 1, 1940, Regulation F 
of the Board of Governors of the Federal 
Reserve System will permit operation 
of common trust funds composed prin- 
cipally of mortgages. This privilege, 
however, is extended only to those mem- 
ber banks which are located in states 
whose laws allow such funds and such 
investments therein. Thus, New York 
fiduciaries are not benefited by the new 
ruling because the state law prohibits 
mortgage investments in commingled 
funds. 

The decision of the Board was in 
response to requests of the American 
Bankers and Pennsylvania Bankers As- 
sociations among others, particularly on 
behalf of smaller banks which do not 
have facilities for maintaining common 
funds composed largely of securities 
but are equipped to handle mortgages 
in a satisfactory manner. For a dis- 
cussion of a mortgage investment fund, 
see the article by Carl Hespenheide in 
the April issue of Trusts and Estates, 
page 361. 

—_—____9—___. 


Supervisors Discuss Common Funds 


Members of the First District of the Na- 
tional Association of Supervisors of State 
Banks, representing 12 Eastern States, dis- 
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cussed the subject of common trust funds 
at some length at their meeting in New 
York on May 7. According to District 
Chairman Donald A. Hemenway, Commis- 
sioner of Banking and Insurance of Ver- 
mont, the members are considerably inter- 
ested in this matter, particularly because 
of the small number of states which permit 
commingling of trust funds. ‘ 


Reserve Board Rules on 
“Common Trust Fund” 


The Federal Reserve Board has recently 
ruled that a plan submitted by a national 
bank for a common trust fund did not meet 
the requirement of Regulation F that such 
trusts must be for true fiduciary purposes. 
According to the May Federal Reserve Bul- 
letin, it appears that the bank proposed to 
create a Fund as a part of a plan under 
which the bank would solicit the public 
(through paid solicitors or agents of the 
bank, newspaper advertisements, circulars, 
etc.) to create uniform revocable trusts de- 
signed specifically to participate in the 
Fund. : 


The bank had prepared an application and 
receipt form and a so-called “Participating 
Trust Agreement” form, under which the 
creator of a trust was to deposit with the 
bank, as trustee, a stated principal sum in 
120 equal monthly deposits and the bank 
was directed to invest such deposits, less 
authorized deductions, in participations in 
the Fund. The trust was to terminate upon 
revocation, death of the creator, notice de- 
livered to the creator after continued de- 
fault in making deposits, or the expiration 
of the period during which the deposits were 
to be made. 


In addition to an acceptance fee of $10, 
an annual fee of 6 per cent of the income 
of the trust, and a termination fee of 2 per 
cent of the then cash value of the trust as- 
sets, the bank was to receive the first year 
a fee of 2 per cent of the stated principal 
sum and each year thereafter a fee of $5. 
Among other things, the trust agreement 
form referred to the fact that “other trust 
estates have been or are being established 
under participating trust agreements re- 
spectively, substantially similar to this in- 
strument.” In the application form, the 
person desiring to create such a trust ap- 
plied for the execution of a Participating 
Trust Agreement, such “participation” to 
be in a stated principal sum. 





Trust Education in the Universities 


Survey Reveals Inadequacy of Present Opportunities 


HILE the professions of law, medi- 

cine, theology, and even military 
service, have for generations been ac- 
corded a distinct recognition in the Grad- 
uate Schools of Universities, it is only 
in recent years that serious attempts 
appear to have been made toward well 
rounded education in the fields of busi- 
ness and finance. Scientific schools have 
been developed to a high state of profic- 
iency, yet the education of our industrial 
and financial leaders, upon whom rests 
in such great measure the advancement 
and even preservation of science and the 
professions, has too generally been of a 
haphazard nature. 

Schools of business administration are 
of but recent growth, and in many of 
these the courses are largely confined to 
the theory of economics and accountancy. 
Courses in commercial banking, it is 
true, are available in such schools, yet 
even here the emphasis is often upon the 
methods or the theories, unrelated to 
their objectives. Great strides toward 
an integrated vocational training appear 
to have been made in insurance*. 


In an endeavor to find out the extent 
and scope of educational facilities avail- 
able for those who would seek a well 
rounded training for the work of estate 
and fiduciary administration, Trusts and 
Estates has undertaken a survey among 
the law schools and schools of business 
in the United States and Canada. Results 
are set forth herewith. 


Law Schools Unanimous 


NE not entirely unexpected fact 
}learned from this survey is the 
existence of courses on wills, estates 
and trusts in all except one of the more 
than 50 law schools which cooperated in 


*In 1936, The American College of Life Under- 
writers published a survey of college and univer- 
sity courses which indicates the wide coverage of 
insurance subjects. 


furnishing information as to their cur- 
ricula. That one, however, covers these 
subjects in other courses. In almost 
complete antithesis is the scarcity of 
specialized and concentrated attention 
devoted to the practical and administra- 
tive phases of trust work in the more 
than 75 business and commercial schools 
supplying data. With a few notable 
exceptions, the extent of business courses 
dealing with fiduciary activities is lim- 
ited to brief and passing consideration 
of the work of the bank trust depart- 
ment, trust accounting and trust invest- 
ments as part of the broader courses in 
banking, accounting and investments, 
respectively. 

While all the law schools offer trust 
courses, only a minority require students 
to take them. As a rule, 30 hours are 
given to Wills and Administration and 
from 45 to 60 hours to Trusts. Some 
schools like Columbia combine the study 
into one integrated course, including 
Wills, Trusts and Future Interests . The 
average number of students taking these 
courses is approximately 35 in each 
school. Scott’s Cases on Trusts is the 
book used for the trust course in over 
half the schools reporting, while Mechem 
and Atkinson’s Cases on Wills and Ad- 
ministration is the leading text for the 
estates courses. In those schools where 
the subject of Future Interests is given 
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separately, Powell’s Cases on Future In- 
terests is used most frequently. Only 
rarely are theses required, but students 
may, and often do, select a trust subject 
for research work. 


Special Courses 


The following law schools are worthy 
of special comment because they offer 
something different from and in addi- 
tion to the ordinary run of fiduciary law 
courses: 

The University of Washington, 
Seattle, has a “practice course in pro- 
bate” (three hours, one quarter) and a 
Trust Seminar course in which special 
problems are selected and developed. 

Syracuse University, besides a well- 
rounded program of instruction in wills, 
trusts and future interests, conducts a 
seminar for a limited group of students 
with the highest scholastic standing. 

Training at the University of Nebras- 
ka Law School is apparently of a most 
practical nature, since many of its grad- 
uates are employed by trust companies, 
one of the most important ones in the 
state being staffed almost entirely by 
Nebraska alumni. Proof or reason there- 
for is found in the fact that the course 
on wills is taught by an outstanding pro- 
bate judge who gives special attention 
to the subject of will drafting. 

At the University of Michigan, Pro- 
fessor Lewis M. Simes teaches two 
courses on Trusts and Estates totalling 
about 100 hours, and also a course on 
Fiduciary Administration (about 30 
hours), which emphasizes corporate 
trustee problems and administrative as- 
pects. It is planned to offer a seminar 
in Estates and Taxation for senior and 
graduate students. 

The School of Law of Stanford Univer- 
sity has a course called Office Practice, 
which is largely a course on drafting, 
in which instruction is given by practic- 
ing lawyers and trust officers. Typical 
subjects dealt with this year include: 
drafting of wills (followed by students 
actually submitting a draft for criti- 
cism) ; tax saving, particularly from the 
viewpoint of trusts and wills; the func- 
tioning of the modern trust and the mod- 
ern trust company, (by L. H. Roseberry, 
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manager of the trust department of the 
Security-First National Bank of Los 
Angeles), and trust investments. 

Professor Richard R. Powell, at Co- 
lumbia, offers an advanced course in 
Trusts and Estates for students desiring 
to pursue further their study of fiduc- 
iary law. 


In the Business Schools 


URNING to the Business Schools, 

we find a handful which are con- 
scious of the important role which trus- 
teeship plays in our modern economy and 
in recognition thereof make available 
integrated courses for the student inter- 
ested in a fiduciary career. 

Probably the greatest opportunities 
are offered at the School of Business and 
Civic Administration of the College of 
the City of New York where the follow- 
ing courses are offered: Personal and 
corporate trusts; problems of trust ad- 
ministration; institutional investment 
policies; estate accounting; estate taxa- 
tion and advanced estate accounting 
problems; principles of investments; and 
the law of banking. 

The School of Commerce, Accounts and 
Finance of New York University also 
offers excellent instruction in fiduciary 
subjects; the curriculum including 
courses in management of personal 
trusts, management of corporate trusts 
and estate administration and account- 
ing. 

At the School of Business Administra- 
tion, University of Indiana (Blooming- 
ton), one-third of a course on Non-com- 
mercial Banking is given over to trusts 
and trust companies. Stephenson’s 
“The American System of Trust Busi- 
ness” is used along with selected read- 
ings including articles in Trusts and 
Estates. Eight of the twenty-three stu- 
dents this year have selected a trust 
subject for term report. The School also 
has a course in Wills, Trusts and Estates 
given by the commercial law professor. 

Courses in the work of trust depart- 
ments, trust accounting and the law of 
wills and trusts are offered at the Uni- 
versity of Pittsburgh. In addition, 
courses in advanced trusts are given in 
conjunction with the American Institute 





of Banking. Some twenty students are 
now taking the university courses. 


“A thorough training in the manage- 
ment and control of trust funds by in- 
dividual and corporate trustees” is pro- 
vided by a course at the Wharton School 
of Finance and Commerce, University of 
Pennsylvania. The course is intended, 
the catalogue states, “to prepare men for 
positions in the trust department of na- 
tional banks and trust companies, and to 
familiarize them with their duties when 
called upon to act in a fiduciary capacity 
in the administration of their family 
properties.” Thirty students are en- 
rolled this year. 


Northwestern University’s School of 
Commerce (Evanston, Ill.) presents a 
course on Trust Company Organization 
and Management, given by Paul P. Pul- 
len of Chicago Title and Trust Company. 
Five students are taking it this year. 
There is also a course on the Law of 
Estates and Trusts for which fifteen stu- 
dents are registered. 


Personal Estate Management and the 
Law of Trusts and Wills are given at 
Babson Institute, Boston. 


Although the School of Business Ad- 
ministration, University of Michigan 
(Ann Arbor) offers only one course ex- 
clusively in trust functions, its finance, 
banking, accounting and law courses con- 
tain materials and instructional methods 
which serve to prepare students for trust 
company work. 


The University of Alberta, Edmonton, 
Canada, offers instruction in trust ac- 
counting, law of wills and trusts and 
other trust problems. 


Frederick P. H. Siddons, of the Amer- 
ican Security & Trust Co., Washington, 
D. C., teaches a course on “Trust Com- 
pany Management” at the National Uni- 
versity in that city. 


Apparent Dichotomy of Theory 


There are other universities which 
make some effort along these lines but 
by and large the material is scattered 
through and buried in different courses 
with very little possibility of coordina- 
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tion. A few include in their curricula 
one of the following courses: Trust Ac- 
counting, Law of Wills and Trusts, or 
Estate Taxation. 


On the other hand there is respectable 
opinion of which this statement, by the 
Dean of a leading Graduate School of 
Business Administration, is representa- 
tive: 


“We have no courses in the admin- 
istration of trusts and estates of an in- 
tensive nature, although a man who 
wishes to prepare for that type of work 
can get very effective training here. We 
do not believe in picking out specific oc- 
cupations and training directly for them. 
The basis of this belief is largely that 
such training inevitably narrows a man.” 


It may well be queried, then, whether 
most of these institutions of higher 
learning have not decided, consciously or 
otherwise, to leave to the trust business 
the task of education for trusteeship. 





Foreign Bond Outlook Darkens 


T is more or less common knowledge 

that a large percentage of foreign 
dollar bonds, sold to American in- 
vestors in more prosperous times, have 
been defaulted upon as to _ interest 
... and, were their maturities approach- 
ing, would presumably also be default- 
ed upon either wholly or in part as to 
principal . . . by the issuing govern- 
ments. There are in addition other 
similar issues, not yet technically in de- 
fault, whose position is highly prob- 
lematical to say the least, in view of the 
conquest or near-conquest of the coun- 
tries concerned by Nazi Germany. 


The approximate total of the face 
value of these bonds already in default 
is $2,500,000,000. Of this total approx- 
imately $1,200,000,000 are Latin Amer- 
ican securities and the balance Europ- 
ean. The total of outstanding issues of 
countries already overrun by Germany 
up to the middle of May is about $378,- 
000,000. 

Under the law of probabilities, sub- 
stantial amounts of these more or less 
dubious securities are practically cer- 
tain to appear from time to time, for a 
long time to come, in estate portfolios 
deposited upon the desks of fiduciaries. 

The immediate effect of the German 
invasions upon Latin American economy, 
according to informed sources, has been 
disastrous. Pre-war Latin American 
trade with Scandinavia—Denmark, Nor- 
way, Sweden, Finland, Esthonia and 
Latvia—was of the order of $25,000,000 
a year, and as this was also largely 
“cash trade,” consisting of Scandina- 
vian purchases of Latin American cof- 
fee, bananas, tapioca and similar food 
products, it represented one of the best, 
indeed almost indispensable sources of 
dollar exchange for several of the very 
countries whose bonds’ service has been 
most wavering and uncertain. 

As the whole trade is completely cut 
off by the occupation of Norway and the 
resultant blockade, the implications for 
the holder of these bonds are as obvious 
as they are unpleasant. The invasion 
of Holland and Belgium further compli- 
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cates the picture, though not in the 
same degree, because not only were 
these countries’ Latin American pur- 
chases smaller; they were offset to a 
much greater degree, particularly in the 
case of Belgium, by direct return ex- 
ports; and it is not yet clear that this 
trade, although disrupted, will be to- 
tally destroyed, or if so for as long as 
seems likely in the case of Scandinavia. 


On the other hand, some well-in- 
formed opinion actually holds that in 
some respects the spread of the war is 
at the same time disastrous for Euro- 
pean, and offers some encouragement 
for Latin-American, bonds. These per- 
sons argue that the impact of the war 
cannot but be such as to strengthen all 
those working—on both sides of the 
Equator—for closer economic co-opera- 
tion of the Americas; that the war news 
is the most powerful possible argument 
for every Latin-American government 
to “put its house in order”; that the 
United States will certainly not only put 
strong pressure upon the defaulters to 
do this, but will actively assist in that 
direction. 


Where To Inquire 


Probably the best single source of in- 
formation on the entire subject is the 
Foreign Bondholders Protective Coun- 
cil, Inc., a non-profit membership corpo- 
ration originally created at the sugges- 
tion of Secretary of State Hull and then 
Secretary of the Treasury Woodin, 
which since 1934 has been the active 
agent of practically all negotiations 
looking to the remedying of the defaults. 
The Council at latest reports had at 
least temporarily improved the situa- 
tion regarding some $1,773,000,000 of 
the $2,500,000,000 of defaulted bonds. 
It has steadfastly insisted that not abil- 
ity to pay, but willingness to pay, has 
been the element chiefly lacking on the 
part of the defaulting governments; 
and in line with this has consistently 
rejected all overtures of the defaulters 
looking to a reduction in the principal 
amount. 





The Council has, in fact, analyzed the 
entire economic structures of most of 
the defaulting countries, and (until the 
spread of the war changed the situa- 
tion in several cases) reported that in 
no instance had it found that any gov- 
ernment had, by any reasonable stan- 
dard, even approached the limits of its 
tax resources. It has also been ob- 
served by other students of the situa- 
tion that the budgets of practically all 
the defaulting countries contain items 
which, set alongside the sums required 
for adequate service of the debt, ap- 
pear highly questionable. 

The Council has detailed information 
regarding each specific outstanding is- 
sue. Its expenses are borne by a levy 
of 4% of 1 percent on all bonds parti- 
cipating in any adjustment negotiated 
by it. It does not, however, call for the 
deposit of bonds or in any other way 
seek to enforce its own opinions; its 
function merely being to recommend, to 
the individual bondholder, a course of 
action which he may or may not follow. 


In view of the practice followed by a 
number of the defaulting governments, 
of using their available resources in 
dollar exchange to buy in the defaulted 
bonds at depreciated prices, rather than 
for the maintenance of service—in ef- 
fect redeeming their obligations at any- 
where from 85 down to 50 cents on the 
dollar—it would seem advisable in most 
cases, unless immediate sale is either 
necessary or mandatory, to hold these 
securities at least until the situation is 
clearer than it is at present. 

At the end of 1939 more than 38 per 
cent of all foreign-dollar issues were 
either partly or wholly in default. 
Europe, with about 41 per cent of its 
private dollar debt in default, still ranks 
well ahead of Latin America, with more 
than 54 per cent of its securities un- 
serviced. The actual average rate of 
return on these securities had fallen 
to 3.28 per cent, against a contractual 
rate of 5.42 per cent. 


Emmett F. Connely of Detroit, progres- 
sive president of the Investment Bankers 
Association of America, has accepted per- 
sonal charge of the Association’s newly 
adopted program of public information. 


Missouri’s 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 

It administers more trust 
property than any other Mis- 
souri financial institution. 
Itis the oldest trust com- 
pany in Missouri. 

For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 


Lloyds Denies Withdrawal 


In a cable from E. R. Pulbrook, chair- 
man of Lloyds of London to Duncan & 
Mount, counsel for Lloyds in the United 
States, it was emphasized that no ef- 
forts have been made on the part of the 
British government to cancel an agree- 
ment by which the City Bank Farmers 
Trust Company of New York were 
made trustees, by Lloyds, of a $40,000,- 
000 trust fund. 


The statement was aimed at silenc- 
ing reports that the British government 
was insisting on Lloyds’ withdrawing 
the trust fund, established to meet 
United States insurance obligations. 
Mr. Pulbrook stated that the “trust was 
created after consultation with govern- 
ment departments concerned and the 
Bank of England. 


It is provided in the agreement be- 
tween Lloyds and the New York bank 
that the trust may not be cancelled 
while Great Britain is at war with a 
European power. 











OT in quite a while has there been 

such a flood of matters demanding 
the attention . . . and mostly, it is a 
pleasure to say, the favorable attention 
... of this department. And that’s prob- 
ably just as well, for the present chario- 
teer of this vehicle had begun to feel a 
sermon coming on; and sermons, he has 
learned from much painful experience 
(on both the delivering and the receiv- 
ing end), are always improved by a bit of 
suppression. If they really are good ser- 
mons, they eventually emerge all the bet- 
ter for adversity; if they are the other 
kind, the suppression can usually be made 
permanent. 

Our first attention-caller is one of the 
best in the business; William M. Jeffers, 
president of the Union Pacific Railroad, 
to which, for some years, he’s been call- 
ing attention with stream-lined trains, 
cafeteria diners, and a new conception 
of freight service that still has shippers 
rubbing their eyes. Talking to the 
National Association of Mutual Savings 
Banks, in Boston this month, said he: 


“More than in any other era, this is 
the customer’s day. The time is gone 
when railroad managements can say, 
‘Here is the railroad, come and use it.’ 
The day is here when they must say to 
the customer, ‘We are in the transporta- 
tion business. What do you want?’ ” 


The class may now ponder deeply for 
not less than ten seconds (bankers get a 
special handicap of five seconds) on a 
suitable translation of this paragraph. 

“More than in any other era, this is 
the customer’s day. The time is gone 
when bank and trust company manage- 
ments can say, ‘Here is the bank, come 
and use it.’ The day is here when they 
must say to the customer, ‘We are in the 
business of supplying credit and other 
forms of financial service. Let’s see what 
you need.’ ” 

And ponder this additional remark by 
Mr. Jeffers: “There’s only one thing old- 


New Business 


This is the Customer’s Day 
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fashioned about the Union Pacific—we 
are still paying dividends.” Could it be 
possible, do you think, that there might 
be some not-too-remote connection be- 
tween those two statements of his? 

* *% * 

We are reminded too of an ancient 
story about the elder J. Pierpont Morgan, 
who founded several trust companies, 
and it now appears, founded one more 
than he knew. The funny thing is that 
this particular story was told by a man 
who thought it reflected gravely upon 
both of the men concerned. You’ve 
probably heard it; Mr. Morgan’s remark 
about Elihu Root: 

“All the other lawyers tell me why I 
can’t do what I want to do; Root shows 
me how I can.” 

The man who told me that story was 
himself horrified by it. All he could see 
in it was the wicked plutocrat gleefully 
rubbing his hands and praising the slick 
lawyer who had shown him how to cir- 
cumvent the law. (There’s a moral for 
public-relations men in that, too.) The 
real point will show itself if you ask 
yourself : 

“Am I the kind of trust man that con- 
stantly tells people why they can’t use 
trust company service or excuses my 
failure to get the business by explaining 
what they didn’t need to; or the kind 
that shows ’em how they can? 

* * * 


Next witness: Charles E. Wood, Jr., 
Assistant Trust Officer of The Wach- 
ovia Bank and Trust Company of 
Winston-Salem, whose testimony in the 
F.A.A. Bulletin for March has been rat- 
ing a cheer from this chariot ever since 
it appeared. Particularly such sentences 
as these: 

“Salesmanship is an ingredient of suc- 
cess in every field of human endeavor, 
and trust business is no exception.” 

“His job (the trust new business 
man’s) requires . . . that he have the 
ability to translate technical knowledge 






















into simple language and usable informa- 
tion.” 

“Surely the bank’s own officers and 
directors must first demonstrate their 
faith and confidence in the trust depart- 
ment before they can reasonably expect 
others to do so.” 

One of these days, Mr. Wood, ask us 
to show you a fat file folder in this desk 
—fat with notations of directors of 
banks having trust departments, who 
snag off “juicy” appointments of them- 
selves as executors and even trustees, 
and to add insult to injury named some- 
body else their own executors and trus- 
tees. There’d be a lot of red faces 


around the country were that folder put 
on public display. 
* 


* * 


Now having emitted a couple of honest 
cheers, let’s slip in one of the Bronx 
variety. But don’t curl up your toes; by 
some miracle, this one could find no re- 
cipient within our own ranks anywhere 
near so worthy of it as the Trundle En- 
gineering Company, which thinks we 
should all rush out and lecture our own 
communities on their obligations to us. 
At least such is the interpretation (we 
hope we’re wrong, but it seems unavoid- 
able) we put upon a booklet they’ve 
issued entitled “Public Relations in 
Reverse.” Listen: 

“Tf I were running a factory in Plains- 
town today ... I would use every avail- 
able means of explaining to the people 
of Plainstown the obligation and the re- 
sponsibility which they, as members of 
the community, had toward my com- 
pany...” 

Whew! And wouldn’t the people of 
Plainstown be pleased! 

This department is a trifle rusty on 
Scripture; but it seems as though the 
first few verses (about five, I think) of 
the 7th chapter of Matthew might have 
some slight bearing on the point. ‘“Pub- 
lic Relations in Reverse?” And how! 


“Did You Ever Hear A Banker Called 
‘A Good Guy?’ ” 


Much more to the point, we think, is 
that Girard Trust Company advertise- 
ment you’ve undoubtedly already heard 
about, with the above title. 
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There’s a disarming directness and 
modesty about that advertisement which 
makes it worthy of the widest quotation, 
approval and emulation. We particular- 
ly liked this paragraph: 


“Actually, bankers are like other train- 
ed men; some good, some bad, some in- 
different. Here at Girard, with over a 
a century’s experience, we have tried to 
assemble able men, organized to develop 
good judgment in handling money affairs 
for individuals and estates. We have 
attempted to profit from the past, build- 
ing for the future with a staff competent 
to anticipate changing conditions in a 
growing world. We don’t know it all— 
but we are making a pretty fair record 
for our customers.” 


Since the Girard is located in the 
Quaker City, perhaps it’s appropriate 
to borrow one of the good old Friends’ 
customs. In a Quaker business meeting, 
when one Friend has spoken well, you 
will hear others say; “‘I approve of those 
remarks;” or even more strongly, “I 
unite with those remarks.” 

Why wouldn’t it be a good idea for 
some other trust companies who feel the 
same way about it the Girard does, to 
re-print (with permission of course!) 
that advertisement, and simply add at 
the bottom: “We approve of these re- 
marks.” 

* * *& 

One great trouble with this depart- 
ment is that the space gets used up so 
fast. But we must find room for 
applause for that excellent presentation 
of its annual statement by The Trust 
Company of Georgia and Affiliated 
Banks, entitled: “Report to the Public.” 
It is just what it says it is. It particu- 
larly calls for approval because it pre- 
sents a fine record . . . modestly. 

* * * 

Cheer also for the Valley National, 
Phoenix, Arizona for a first-class book- 
let title, excellently followed through: 
“Make a Wish!” 

Cheer again for the Riggs National 
of Washington, D. C., for its series of 
folders on “Wills That Made History.” 
We always are a sucker for that “ro- 
mance of history” stuff, but it looks as 
though a lot of other people were, too. 





Crust Biblingraphy 


In the hope that it will prove interesting and helpful to those engaged in fiduciary 
administration, Trusts and Estates has prepared this pioneer compendium of informa- 
tion on English reference works dealing with estate and trust administration. A 
similar survey of American literature was published in the July 1938 issue of the 
magazine, a limited number of reprints of which are available to readers without 


charge. 


The following books are published by Sir 
Isaac Pitman & Sons, Ltd., Parker St., 
Kingsway, London, W. C. 2. 


The Law of Trusts 


GEORGE W. KEETON, sub-dean, Faculty of Law, 
University College, London. 1938; 412 pp.; $8.50. 


This volume presents the rules of law and 
equity applicable to trusts of real and per- 
sonal property. Written after some dozen 
years of experience under the Trustee Act 
of 1925, it contains an analysis of the earlier 
trust law in the light of the legislative 
changes effected by that Act, although the 
author recognizes that the scope of these 
changes has not as yet been crystallized in 
the decisions. The book discusses with 
clarity the nature and classification of 
trusts; development of trust law; the par- 
ties to and creation of express trusts; void, 
voidable and unenforceable trusts, including 
the rule against perpetuities; charitable, 
implied, resulting and constructive trusts; 
powers and duties of trustee; extent of and 
limitations on liability of trustee for breach 
of trust; nature of beneficiary’s interests 
and rights; and appointment and removal 
of trustees. Thus it will be seen that this 
work is a well-rounded and comprehensive 
treatment of the major aspects of fiduciary 
law. 


Executorships and Trusts 


J. H. PHILLIPS, joint manager, Trustee Depart- 
ment, Westminster Bank Ltd., and G. E. M. JEN- 
KINS, of the same Bank. 1938; 381 pp. $5.00. 


The primary purpose of this volume is to 
provide a textbook for students seeking the 
Diploma in Executor and Trustee Work 
granted by The Institute of Bankers. How- 
ever, in addition to discussions on subjects 
of chief concern to Trust Corporations, the 
authors have devoted considerable attention 
to the law as it affects individual trustees. 
Among the chapters of special interest are 
those on methods of obtaining grants of 
probate and administration; duties and pow- 
ers of personal representative before and 
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The titles of the American books are listed at the end of this study. 


after obtaining grant; administration and 
management of a business; apportionments; 
trust investments; accounts; debenture 
trusts and fixed or unit trusts. 


Executorship Law and Accounts. 


The late D. F. de 'H. RANKING, ERNEST E. 
SPICER & ERNEST C. PEGLER. Fourteenth 
Edition edited by H. A. R. J. WILSON. 1939. 
47 & 434 pp. 15s. 


This is the standard manual for executors 
and administrators in England. Beginning 
with considerations of the will and its exe- 
cution, this book traces the entire course 
of estate administration to the final audit- 
ing of the executor’s or trustee’s account. 
It is a practical as well as legal treatise, 
including some 30 pages devoted to “Books 
and Accounts” which must be maintained. 
Another chapter has an admirable discus- 
sion of apportionment problems. 


Death Duties and Probate Practice 


S. C. HOUGH, Trustee Dept., National Provincial 
Bank, London. 1937. 207 pp. 7s. 6d. 


This book is intended for the student with 
little or no knowledge of law, and primarily 
for employees of trust corporations and in- 
surance companies. There is a minimum of 
references to cases, since the major func- 
tion of the volume is to provide a practical 
guide in solving the practical problems of 
death duties in probate practice. The many 
illustrations likewise recommend this book 
to the novice; for the experienced it is valu- 
able as a reference. 


Scientific Investment 


HARGREAVES PARKINSON. 
1938. 234 pp. 10s. 6d. 


The subtitle of this book states that it is 
“A Manual for Company Share and Deben- 
ture Holders.” It discusses methods by 
which statistical analysis is applied to in- 
vestment problems and presents certain in- 
vestment “laws.” The entire work is a criti- 
cal analysis of traditional theories, and it 


Third Edition. 
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FRED G. BOYCE, Jr., Vice President 


is quite likely that some of what appear 
now to be radical suggestions will some day 
be accepted as sensibly progressive, as has 
happened with ideas advanced by the au- 
thor in the past. The book is at once help- 
ful to the small investor and those entrust- 
ed with other people’s money. 


Banks as Trustees 


C. H. BARKER. 1933. 138 pp. 5s. . 


The theme of this unusual book is indi- 
cated by its subtitle: “How Banks Can Help 
in the Administration of Wills and Trusts.” 
It is intended to clarify for the lay reader 
the mysteries of fiduciary service and to 
stress the advantages of administration by 
trust corporations. This book is perhaps 
the most comprehensive piece of trust new 
business literature yet published. 


Law of Wills 


S. J. BAILEY, barrister-at-law, Lecturer at Univ. 
of Cambridge. 1935. 24 & 211 pps. 15s. 


This is an elementary discussion of the 
rules of law, equity and construction re- 
garding testamentary dispositions, designed 
primarily for the law student. Discussing 
the fundamental nature and historical de- 
velopment of wills, the author deals with 
formalities of execution and limits on testa- 
tion. Prominence is given to the various 
rules against remoteness and the canons of 
construction applicable to the several in- 
terpretive problems. 


Urlin’s Law of Trusts and Trustees 


Seventh Edition by A. CARRERAS, Barrister-at- 
Law. 1986; 156 pp. $1.40. 


This little manual first appeared in 1866 
but the 1936, seventh edition is a complete- 
ly rewritten one, giving particular attention 


Surplus and Undivided Profits . $3,900,000 


We Solicit Your Baltimore Account 


A. H. S. POST, President 


to the effect of recent decisions upon the 
Trustee Act, 1925. It is intended as a sim- 
ple guide-book to trustees and others, with 
occasional references to statutory and judi- 
cial law. Among the subjects discussed are 
the custody and investment of trust funds; 
administration of a trust (compensation, 
advances by trustees and accounts); trusts 
for married women and children; strict set- 
tlements; trusts for sale, and breaches of 
trust. 


The following books are published by 
Butterworth & Co., Ltd., West Dean Park, 
Sussex. 


Underhill’s Law of Trusts and Trus- 
tees 


Ninth Edition by the late SIR ARTHUR UNDER- 
HILL, assisted by EDWARD BAGSHAWE. 1939 
exli & 567 & 116 (Index) pp. 


In attractive format, this latest edition 
of the work by the individual largely re- 
sponsible for the draftsmanship of The 
Trustees Act, 1925, adheres to the customary 
legal approach to the creation and admin- 
istration of trusts. Nevertheless, since the 
previous edition in 1926, the author had op- 
portunity to witness the development of the 
law under the 1925 Act, and we have a vol- 
ume that reflects the latest cases and 
thought on trust law. In addition to the 
chapters one would expect to find in any 
book on the general subject of trusts, there 
are chapters on constructive and resulting 
trusts and an especially good section on con- 
sequences of breach of trust. Of interest, 
likewise, are the discussions of the “judi- 
cial trustee” and the public trustee, insti- 
tutions peculiar to the British Empire. This 
volume also contains a pocket at the back 
cover, indicating the publishers expect to 
issue supplements from time to time. 
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Executors and Administrators 


N. E. MUSTOE, barrister-at-law. 1939. 37 & 


301 & 20 (Index) pp. 


Although this book first appeared in 1933, 
the publication of two revised editions since 
that time would indicate that it already 
has attained recognition as an authorita- 
tive treatise on the functions and problems 
of personal representatives. The Inheri- 
tance Act, 1938, which for the first time im- 
poses restriction on the liberty of testation, 
is discussed and death duty questions are 
given more elaborate treatment than form- 
erly. A valuable feature of the work is the 
frequent interpolation throughout the book 
of accounts and examples prepared by W. A. 
Kieran, A.S.A.A. 


The following books are published by 
Sweet & Maxwell, 2 & 3 Chancery Lane, 
London, W. C. 2. 


Lewin on Trusts 


Fourteenth Edition by R. I. HENTY and J. P. L. 
REDFERN, barristers-at-law. 1939. clxxii & 
1031 pp. £3. 


This treatise on the law of trusts repre- 
sents a thorough revision of earlier editions. 
Lewin has been a standard practitioner’s 
textbook for more than a century and this 
latest volume recognizes the changes in 
emphasis by omission of a large part of 
conveyancing material and inclusion of con- 
siderably re-written material on such mat- 
ters as “Trust Corporations” and “Delega- 
tion of the Trust” as well as a chapter on 
the new Limitations of Actions Act of 1939. 
In general, the outline is traditional; defini- 
tion, classification, and creation of trusts; 
trustees, their powers, duties and rights; 
the beneficiary’s rights and interests etc. 
In general, too, this outstanding volume is 
designed for the lawyer. It is intended to 
keep the book up-to-date by a supplement 
service. 


The Law of Trust Accounts 


(Second Edition.) WALTER STRACHAN, Bar- 
rister-at-Law. 234 pp. 21/. 


This is an outstanding treatise on the 
problems raised by the splitting of equitable 
ownership between the life owner and re- 


mainderman under trusts. It discusses dif- 
ferentiation of capital and income; alloca- 
tion of receipts and payments between life 
owner and remainderman; adjustments be- 
tween these two and between beneficiaries 
other than them. For example, under pay- 
ments such matters are analyzed as repairs 
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and improvements, insurance, solicitor’s 
costs, “costs, charges and expenses” of trus- 
tees. The final portion of the volume is 
given over to the duty of the trustee to ren- 
der accounts and the manner of discharging 
same. The various principles of law are 
set forth in clear, digest form. Very cop- 
ious citations make this an invaluable book 
also for lawyers and accountants dealing 
with trust property. 


The Law of Succession, Testate and 
Intestate 


DAVID HUGHES PARRY, professor of English 
Law, Univ. of London. 1937; 311 pp. 15s. 


Here is a work for students and practi- 
tioners. It covers the legal aspects of the 
making and revocation of wills; appoint- 
ment of executors; probate and construc- 
tion of wills; intestate succession and the 
grant of administration. Also revocation 
of grants of probate and administration; 
devolution of estates; powers of personal 
representatives; and the administration of 
assets. The final chapter discusses the 
liability of personal representatives for 
death duties. 


Wills and Intestacies 


CHARLES P. SANGER, Barrister-at-Law. 
220 pp. 12s. 6d. 


1925; 


This book, while similar in title to the 
immediately preceding one, is of an entire- 
ly different nature. While the latter deals 
with formalities of execution, probate and 
administration, this volume is devoted 
largely to the rules of law applicable to 
testamentary dispositions; eg. Rule in 
Shelley’s Case; perpetuities and remoteness; 
accumulations; mortmain and charities; con- 
ditions; satisfaction and ademption; and 
election. As for intestacies, the author dis- 
cusses the law prior to 1926 and the new 
law of intestacy under the Administration 
of Estates Act, 1925. Included also are 
brief chapters on death duties and life ten- 
ant and remainderman. 


Hawkins on Construction of Wills 


CHARLES P. SANGER. 1925; 414 pp. £1. 5s. 


This book epitomizes the vast body of 
judicial decisions on construction of testa- 
mentary instruments, presenting what is re- 
garded to be the law necessary to be known 
for construction purposes. The original 
work by Hawkins has been recognized as 
authoritative by the courts and the subse- 
quent editions by Mr. Sanger have main- 





tained the standard of excellence set. Ad- 
ditions made by the editor are distinguished 
from the original text. By bringing down 
the cases and statutes to the last decade, 
this book preserves for the modern practi- 
tioner the outstanding treatise in this field. 


Hanson on Death Duties 


FRANCIS H. L. ERRINGTON, Barrister-at-Law. 
1931; 663 pp. 35/. 


The eighth edition of the late Alfred Han- 
son’s work continues the same high stan- 
dards of accuracy and analysis as the ear- 
lier publications. The meaning of estate, 
legacy and succession duties is explained in 
Part I, and Part II contains all the Acts re- 
lating to Death Duties, with full notes on 
legal decisions under each section. Also in- 
cluded are the Rules under the various Acts 
and a summary of Dominion and Colonial 
Death Duties. 


The Trustee’s Handbook 


(Excerpts from Diverse Sources.) 1936; 122 pp. 
3/6 d. 


This volume is designed to furnish in brief 
style information on several subjects of in- 
terest to the trustee, such as the appoint- 
ment and removal of trustees; their duties 
and powers; and breaches of trust. Two 
chapters are devoted to the “The Tenant for 
Life,” defining “waste” and his various 
powers. The concluding part of the book 
sets forth the statutory investment pro- 
visions under which the trustee acts. For 
detailed study of these subjects, the pub- 
lishers recommend another treatise. 


Reversion Conveyancing Practice and 
Law 


A. V. RISDON, solicitor. 1938; 367 pp. £1. 10s. 


This unique volume discusses the prac- 
tice and law relating to sales and mort- 
gages of reversions and other interests un- 
der wills, settlements, etc., and of policies 
of assurance. It presents, from the au- 
thor’s experience, the detailed office prac- 
tice in connection with these matters. Re- 
versions, according to Mr. Risdon, often af- 
ford ideal investments for trust funds. This 
is only one of the many advantages of 
familiarity with this subject which he ad- 
vances. 


Stephenson’s English Executor and 
Trustee Business 


This book is 
bibliography. 


included in the earlier 
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The following books are published by 
Stevens & Sons, 119 & 120 Chancery Lane, 
London. 


Testamentary Annuities 


MICHAEL BOWLES, Barrister-at-Law. 1931; 


148 pps. 7/6 d. 


This is a guide for executors and trustees 
faced with problems of providing for an- 
nuities, including those in the nature of rent 
charges, created by will. The author dis- 
cusses, in the light of the Administration 
of Estates Act of 1925, what part of the es- 
tate is liable; duration of the annuity; death 
duties applicable to annuities; how annuity 
should be secured; how annuity is to be 
payable; rights in event of asset deficiency; 
effect of testamentary direction to buy an- 
nuity; and apportionment of annuity on its 
determination. 


Fiduciary Relationship and Resulting 
Trusts 


ERNEST VINTER. 1938; 415 pp. 21/. 


This is an analysis of the fiduciary rela- 
tionship in the broadest sense of that term; 
that is the relationship between any two 
parties in one of whom confidence is re- 
posed by the other; e.g.,—in addition to trus- 
tee and beneficiary—solicitor and client, 
principal and agent, doctor and patient, etc. 
There are also chapters on compensation of 
trustee banks; gifts or trusts of life insur- 
ance policies, and estate duties on gifts. The 
entire discussion is from the viewpoint of 
the decided cases. 


The following book is published by Soli- 
citors’ Law Stationery Society, Ltd., 31, 
Breams Buildings, Fetter Lane, London, 
E. C. 4. 


Death Duties 


ROBERT DYMOND, formerly Deputy Controller 
of the Estate Duty Office. 1938; 584 pp. 40/8 d. 


This is the eighth, thoroughly revised, edi- 
tion of a work that first made its appear- 
ance in 1913. By a recognized authority, 
it embraces the law and practice of estate, 
legacy and succession duties. With respect 
to each of the three there are chapters on 
property on which the duty is payable; 
rates and amount of duty; persons account- 
able and incidence of duty; exemptions and 
allowances; and “practice.” In addition, 
there are set forth the texts of the various 
death duties statutes from 1796 to 1938, 
and a list of forms in use. Scottish law 
is also discussed. 














American Books 
(partial list) 


Trust Companies in the United States — 
James G. Smith. 

The American System of Trust Business— 
Gilbert T. Stephenson. 

The Boston Trustee—Donald Holbrook. 

The Modern Trust Company — Franklin 
Kirkbride et al. 

New Business for the Trust Department — 
Theodore T. Weldon. 

The Evaluation of New Trust Business— 
Samuel Witting. 

Common Trust Funds—A.B.A. 

Scott on Trusts—4 volumes. 

Trust Examination—E. P. Neilan. 

Ending of Hereditary American Fortunes 
—Gustavus Myers. 

Thompson on Real Property—12 volumes. 

Preparation of Wills and Trusts—Daniel S. 
Remsen et al. 

Preparation and Construction of Wills — 
Clarence M. Lewis. 

Wills—Gilbert T. Stephenson. 

Wills—George W. Thompson. 

Handbook of Will and Trust Forms—R. P. 
Abbey. 

Trust Mortgage Forms—Charles W. Horr. 

The Law of Trusts and Trustees—George 
G. Bogert. 

Law of Trusts and Trustees—Jairus W. 
Perry, edited by Raymond Baldes. 

Restatement of the Law of Trusts. 


Spendthrift Trusts—Erwin N. Griswold. 

A Trustee’s Handbook—A. P. Loring. 

Law of Wills, Executors & Administrators 
—James Schouler. 

Bank Management of Decedents’ Estates— 
John E. Brady. 

The Law of Banks and Banking—Carl! Zoll- 
mann. 

Personal Trust Administration—Cuthbert 
Lee. 

Trust Business—Symposium by trust off- 
cials compiled by A.I.B. 

Trust Methods Exp!ained—R. R. Bixby. 

Settlement of Estates and Fiduciary Law 
in Massachusetts—Guy Newhall. 

Wills, Executors & Trustees—Grange et al. 

Studies in Trust Business — Gilbert T. 
Stephenson. 

Trust Business in the Future—Its Associa- 
tion with Banking—John W. Remington. 

The A. B. C. of Business Insurance Trusts 
—Basil S. Collins. 

Life Insurance Trusts—Guy B. Horton. 

Charitable Trusts—Ewan Clague. 

Living Trusts—Gilbert T. Stephenson. 


Creating and Conserving Estates—A. C. 
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Robinson. 

Some Legal Aspects of Life Insurance 
Trusts—Guy Horton. 

Business Life Insurance Trusts—C. Alison 
Scully. 

Wills, Trusts & Estates—James L. Madden. 

What Trust Men Should Know About Life 
Insurance—Franklin W. Ganse. 


What Life Insurance Men Should Know 
About Trust Business — Gilbert T. 
Stephenson. 


Living Insurance Trust—Mayo A. Shattuck. 

Law of Corporute Mortgage Bond Issues— 
Ralph McClelland and Frederick S. 
Fisher, Jr. 

Liability of the Trustee Under the Cor- 
porate Indenture—Louis S. Posner. 

Work of the Corporate Trust Department— 
R. G. Page and P. G. Gates. 

The Transfer of Stock—Francis T. Christy 
and Donald H. McLean, Jr. 

Outline of Functions & Requirements of 
Trustees—William D. Eaton. 

Corporate Foreclosures, Receiverships & Re- 
organizations—John E. Tracy. 

Legal Phases of Corporate Financing, Re- 
organization & Regulation—Ballantine, 
Wickersham et al. 

The Purchase of Common Stocks as Trust 
Investments—C. Alison Scully. 

Mortgage Pools for Trust Investment — 
Malvin F. Gstalder. 

Security Analysis—Graham and Dodd. 

The Common Stock Theory of Investment— 
Chelcie C. Bosland. 

Investment Policy of Trust Institutions— 
N. Gilbert Riddle. 

Accountants’ Handbook—W. A. Paton. 

Smythe’s Valuable Extinct Securities Guide. 

Estates Practice Guide—Homer I. Harris. 

Bank Cost Control—Benjamin E. Young. 

Theory & Practice of Estate Accounting— 
Frederick Baugh & William Schmeisser. 

Estate Administration and Accounting — 
Chester J. Dodge. 

Estate Accounting—H. D. Greely. 

Federal Taxes on Estates, Trusts-and Gifts, 
1938-39—Robt. H. Montgomery. 

Winslow’s Minimizing Death Taxes — C. 
Morton Winslow. 

Inheritance Tax Calculations—Revised edi- 
tion by Lee J. Wolfe and William M. 
Corcoran. 

Minimizing Taxes on Incomes and Estates 
—J. Blake Lowe and John D. Wright. 
Escrows and Title Transfer—Norman L. 

Rulien. 
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“It has been my opinion, that he who receives an estate from his ancestors is under 
some kind of obligation to transmit the same to their posterity.”—Benjamin Franklin. 


Charles Nagel 
Cabinet Member 


Mrs. Anne S. Nagel and the St. Louis 
Union Trust Company were named execu- 
tors and also trustees of the residuary es- 
tate of Charles Nagel, Secretary of Com- 
merce and Labor in President Taft’s cab- 
inet and one of the most successful lawyers 
in the midwest. The trust provides for the 
income to be paid to his wife, and, upon her 
death, in equal distribution among his chil- 
dren. 

Often referred to as the father of the 
Chamber of Commerce, having caused its in- 
ception by an address delivered in Boston in 
1912, he was the last official to serve jointly 
as Secretary of Commerce and Labor. That 
post was divided into separate departments 
during Woodrow Wilson’s first administra- 
tion. He later served on the Board of Me- 
diation and complaint, created by Congress 
to arbitrate labor disputes. 

Mr. Nagel had acquired a national repu- 
tation as a lawyer, lecturer, writer and in- 
ternationalist long before his appointment 
in 1909 by President Taft. Thirty years 
prior to his appointment in the Taft cabin- 
et, Mr. Nagel had served a term in the 
Missouri State Legislature and as Presi- 
dent of the St. Louis City Council. 


Mrs. W. K. Vanderbilt, Sr. 
Philanthropist 


Mrs. William K. Vanderbilt, Sr., whose 
fame was worldwide as a result of her valu- 
able service to the allied cause during the 
first World War by organizing a field hospi- 
tal in France, was seventy-six years old 


when she passed away. Mrs. Vanderbilt’s, 
husband died in Paris in 1920. She was the 
daughter of Oliver Harriman and had been 
married twice prior to her marriage to Mr. 
Vanderbilt. Her first husband was killed 
in a hunting accident; both of their boys, 
Samuel Steven Sands, Jr. and G. Winthrop 
Sands, were killed in automobile accidents, 

The principal bequests were made to her 
daughter, Margaret R. M. Sprague; a grand- 
son, Samuel Stevens; a sister, Laura Have- 
meyer, and Josephine Allison of Scarsdale, 
New York. The will also made bequests, 
ranging from one thousand dollars to ten 
thousand dollars, to her employees. Co- 
executors and trustees of the estate are the 
United States Trust Co. of New York and 


- Roy C. Gasser of Plandome, New York. 


William Jarrett Wells 
Department Store Head 


William Jarrett Wells, director and pres- 
ident until last year, of L. Bamberger and 
Company, left his entire estate to his wife 
Mrs. Ann C. Dorn Wells, according to his 
will, which appointed Mrs. Wells and the 
First National Bank and Trust Company of 
Montclair, New Jersey, as coexecutors and 
trustees. Mr. Wells, who was also a direc- 
tor of R. H. Macy and Company of New 
York and of the Bamberger Broadcasting 
System, operators of radio station WOR, 
had been a leader in the field of merchan- 
dising for the past thirty-three years. He 
also served on the boards of the National 
State Bank of Newark, New Jersey, and the 
First National Bank and Trust Company 
of Montclair. 
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William O. Day 
Manufacturer, Banker 


The Springfield Safe Deposit and Trust 
Company of Springfield, Massachusetts was 
named executor of the will of William O. 
Day, Treasurer of the United States Envel- 
ope Company since 1903. The estate to be 
distributed was inventoried at over half a 
million. The principal heirs are his wife 
Nellie M. Lyman Day, his daughter Hazel 
D. Pike and his granddaughter Hazel Eliza- 
beth Neal. 

A native son of Springfield, Mr. Day 
started to work for a concern whose em- 
ploy he was never to leave, at $3 for a 
sixty hour week. He was a director of the 
Liberty Mutual Insurance Company, and a 
director of the United Electric Light Com- 
pany. He held these posts in addition to 
his work in the Envelope Company and as 
director of Springfield National Bank. 


Frank R. Chambers 
Merchandising Pioneer 


Frank R. Chambers, chairman of the 
board of Rogers Peet Company, and one of 
the founders of this nationally known cloth- 
ing firm in 1874, named the United States 


Trust Company, New York, and Ezra P. 
Prentice executors and trustees of his es- 


tate. Principal bequests were made to his 
wife Kate Waller Chambers and his two 
daughters, Margaret Chan.bers Halsey and 
Mary Chambers Hawkins. As director of 
advertising for Rogers Peet, he originated 
the conversational type of advertising used 
so effectively by them today and was one 


of the first to use illustrations to display - 


clothing styles. 


Mrs. Joy Morton 
Philanthropist 


The First National Bank of Chicago was 
named executor of the will and trustee of 
a fund established for the relatives of Mrs. 
Joy Morton, widow of Joy Morton, founder 
of the Morton Salt (When it Rains—it 
Pours) Company. The will called for a be- 
quest of $2,000,000 to Northwestern Uni- 
versity to be used for the erection and en- 
dowment of the Morton Memorial Hospital, 
and for the carrying on of medical research. 
After bequests to relatives the will gave 
$50,000 each to a number of educational and 
charitable institutions in the mid-west. For 
the preservation of the Morton arboretum, 
famous seven hundred acre tract of woods 
near Lisle, Ill., a trust fund of $100,000 was 
established. 
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George H. Peck 
Real Estate Magnate 


After several years in railroading, George 
H. Peck, California real estate operator, left 
the Southern Pacific to enter real estate de- 
velopment in the San Pedro area of Cali- 
fornia. He amassed a fortune of close to 
$5,000,000, a large share of which he be- 
queathed to his son Leland and a daughter 
Alma. Substantial bequests were made to 
a married daughter and a stepson, and to 
the University of Southern California, a 
number of charities and city parks. The 
Security-First National Bank of Los Ange- 
les, William Peck and Charles T. Wilder are 
appointed co-executors under the will. 


Ieuan Harris 


Manufacturer 


Ieuan Harris, retired tobacco manufac- 
turer, brother of Basil Harris, Assistant 
Secretary of the treasury and Commissioner 
of Customs, appointed the Guaranty Trust 
Company of New York, Frederick P. King, 
also of New York and Gwendoline N. Har- 
ris, his widow, as co-executors and co-trus- 
tees of his estate. 


Subsequent to his association with the 
American Tobacco Company, Mr. Harris 
was elected director of the Salisbury Bank 
& Trust Company. He was president of 
the Geneva Hospital in Geneva, New York 
where he was very active in civic affairs. 
A Republican, he was a presidential elector 
in 1924. 


Hamlin Garland 
Author 


One of the most celebrated names in 
American literature is that of Hamlin Gar- 
land. Out of the prairie states and into 
Boston went this lean, gawky boy, barely 
out of his teens, where he made a place for 
himself in the world of New England let- 
ters. Years later he was elected to the 
American Academy of Arts and Letters, 
later becoming its president. His best re- 
membered books, “A Son of the Middle Bor- 
der,” and “A Daughter of the Middle Bor- 
der” were largely autobiographical. They 
recorded the hardships and trials of the 
Garland family in their efforts to transform 
raw prairie land into secure homsteads. 


He left his entire estate to his wife, Zul- 
ime Taft Garland, whom he also appointed 
executrix. 





Personnel Changes in Trust Institutions 


ALABAMA 


Anniston—S. L. GALBRAITH, vice presi- 
dent and trust officer of the Anniston Na- 
tional Bank, has been elected president to 
succeed JOHN F. WILLIAMS who is now 
chairman of the board. The office of vice 
president has been abolished. 

Birmingham—The Birmingham Trust & 
Savings Bank announces the appointment 
of HENRY S. LYNN as assistant vice 
president in charge of the security analysis 
department of that institution. He will fill 
the vacancy created by the resignation of 
George A. Brewer. Mr. Lynn has been as- 
sociated with the investment house of Ward, 
Sterne & Co. 


CONNECTICUT 


Westport—WILLIAM E. STONE and 
FREDERICK F. ELIASON have been ad- 
vanced to assistant treasurers of the West- 
port Bank & Trust Company. Mr. Stone 


was connected with the trust and savings 
department; Mr. Eliason was chief clerk. 


INDIANA 


Frankfort—EDWARD A. SPRAY ele- 
vated from vice president to president of 
Farmers Bank, succeeding the late George 
C. Cullom. PAUL C. CULLOM, a director, 
chosen also vice president and trust officer. 


MASSACHUSETTS 


Boston—BENJAMIN W. GUERNSEY, 
formerly executive vice president of the Old 
Colony Trust Associates, was named pres- 
ident of the investment trust, to succeed 
Philip Stockton, deceased. 


MICHIGAN 


Grand Rapids—FRANCIS P. SLATTERY 
has been chosen assistant vice president of 
the First National Bank and Trust Com- 
pany. He was connected with the bond and 
investment department. — 


NEW JERSEY 


Trenton—WILLIAM C. MATLACK, JR. 
was elected vice president of the Trenton 
Banking Company. He has been associated 
with them since 1915 when he was connected 
with the trust department. He was made 
trust officer in 1936—a position he will also 
retain. 


NEW YORK 


Brooklyn—The Brooklyn Trust Company 
announced the election of WALLACE H. 


SLOAT to the position of secretary of the 
company. He succeeds Willard P. Schenck, 
who had held that post more than sixteen 
years. Mr. Sloat, who has been assistant 
secretary for ten years, has spent his entire 
business career with the bank. 


Brooklyn—ARTHUR W. SPOLANDER 
has been elected vice president and trust 
officer of the Peoples National Bank, suc- 
ceeding the late John W. Roeder. CHARLES 
OLDENBUTTEL was named cashier and 
WILLIAM H. SCHMIDT, assistant cash- 
ier, was named assistant trust officer. 


Cooperstown—RUSSELL BLODGETT, 
assistant cashier and assistant trust officer 
of the National Bank of Fredonia, at Fre- 
donia, New York, is now cashier of the 
First National Bank of Cooperstown, New 
York. 


New Rochelle—The New Rochelle Trust 

Company has announced recently several 

shifts in per- 

sonnel. HEN- 

RY J. VAN 

ZELM to re- 

tire as presi- 

dent and take 

over the newly 

created posi- 

tion of chair- 

man of the 

board. ROB- 

ERT N. BAV- 

IER, now ex- 

excutive vice 

president is to 

be elevated to 

x Save the presidency. 

WILLIAM I. TUCKER, vice president to 

succeed Mr. Bavier as executive vice pres- 

ident. Mr. Van Zelm has been connected 

with the bank for fifty years and has served 
as president since 1937. 


New York—Directors of the Federation 
Bank & Trust Company have appointed P. 
L. RORABACK assistant vice president and 
secretary, LOUIS A. RUSSO trust officer 
and JOSEPH A. MULLANEY JR. assis- 
tant secretary. 


NORTH CAROLINA 


Charlotte—-LAWRENCE E. MARKUM, 
assistant vice president and treasurer of the 
Third National Bank & Trust Co. of Day- 
ton, Ohio, is now associate trust officer of 
the American Trust Company of this city. 
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OHIO 


Dayton—R. P. RANSOM and EDWARD 
J. STUEVE were elected trust officer and 
assistant trust officer, respectively of the 
Third National Bank & Trust Company. Mr. 
Ransom is a member of the state bar and 
was formerly with the trust departments 
of the Cleveland Trust Co. and the United 
Banking & Trust Co., also of Cleveland. Mr. 
Stueve joined the Third National in 1925 
and has had experience in all its depart- 
ments. 


PENNSYLVANIA 


Philadelphia—JOHN WILLIAM CLEGG, 
JR. has been named assistant trust officer 
of the Pennsylvania Company for Insur- 
ances on Lives and Granting Annuities. He 
will also be in charge of estate planning. 
Mr. Clegg for several years served with the 
Guaranty Trust Company of New York. 

Pittsburgh—President G. A. Price of the 
Peoples-Pittsburgh Trust Company an- 
nounced the election of JOHN KINNEMAN, 
JR., to the post of vice president in charge 
of business development. MALCOLM E. 
LAMBING has been elected trust invest- 
ment officer. 


Tamaqua—The Tamaqua National Bank 
has announced the election of W. R. PAR- 
NELL, trust officer, to the post of cashier. 
President Charles C. Christ has been acting 
in the dual capacity of president and cash- 
ier. 

Erratum 


In the April issue of Trusts and Estates 
it was erroneously reported that H. M. 
Dansby was elected vice president of the 
United States National Bank. Since then 
we have learned that Mr. Dansby was elect- 
ed president of the Texas City National 
Bank, Texas City, Texas. 


WISCONSIN 


Milwaukee—THOMAS A. MOORE, vice 
president in charge of finance of J. G. White 
& Company, and formerly a trust officer 
with the Guaranty Trust Company of New 
York, has been elected trust officer of the 
Marine National Exchange Bank. 


Trust Institution Briefs 


San Francisco, Calif—A capital increase 
of $30,000,000 was approved by the stock- 
holders of the Bank of America National 
Trust and Savings Association to provide 
for growth of the bank. The new capital 
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will be obtained through issuance of 600,000 
shares of convertible preferred stock, to sell 
at $50 a share and yield an annual dividend 
of $2. 

Jacksonville, Fla—Removal of the trust 
department of the Atlantic National Bank 
from the bank annex to the third floor of 
the Atlantic Bank building was announced 
recently. George Yocum, Jr., corporate 
trust officer and T. H. Crawford, personal 
trust officer, are on the newly modernized 
third floor. 


When the bank’s remodeling is completed, 
W. O. Boozer, vice president and trust of- 
ficer, will transfer tothe ground floor of 
the annex. 


Elgin, Ill—The Federal Reserve Board 
has announced the granting of full trust 
powers to the Union National Bank of El- 
gin, Ill. 

Rutherford, N. J—Carl A. Rodenburg, as- 
sistant cashier and trust officer of the Ruth- 
erford National Bank, succeeded James G. 
Ross as president of the Bergen County 
Bankers Association at its twenty-fifth an- 
nual meeting. 


Oregon Merger 


The largest national bank in Oregon and 
the largest and oldest state bank in that 
commonwealth are joining forces. Formal 
announcement has been made that, subject 
to the approval of State and Federal au- 
thorities, the United States National Bank 
of Portland has purchased the Ladd and 
Bush Bank of Salem, and will combine its 
operations with those of its existing branch 
in Salem, under the name of the Ladd and 
Bush branch of the United States National 
Bank. 


This means the addition of upward of 
$11,000,000 to the deposits of the United 
States National, bringing them to a total of 
approximately $150,000,000. The United 
States National is a state-wide institution, 
maintaining a total of twenty-four offices, 
five in Portland and others in all the prin- 
cipal cities of Oregon. 


The Ladd and Bush bank first opened its 
doors exactly seventy-one years ago, mak- 
ing it one of the oldest banks in point of 
view of continuous history on the Pacific 
Coast. Its absorption was solely due to the 
desire of its president, A. N. Bush, son and 
successor of Asahel Bush, its founder, now 
82 years old, to retire. 

No changes in personnel are contemplat- 
ed. 
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Bigests of Selected Articles 


Nutshells and Perpetuities 


RICHARD R. POWELL. 


Univ. of Chicago Law 
Review, April. 


Prof. Powell discusses the various efforts 
of legislators, and law professors to state 
or restate the rule against perpetuities — 
to put the rule into a “nutshell.” On the 
basis of his own experience, he concludes 
that “in the three-quarters of the United 
States as yet unsullied by a statutory em- 
bodiment of the rule, the needs of the fu- 
ture will be best served by carefully avoid- 
ing the enactment of any comprehensive 
statute on the subject. This position is in 
no way inconsistent with the high desir- 
ability of clarifying and modifying the 
quite abominable statutes which already ex- 
ist in some of the remaining states.” 


Problems of the Sucessor Trustee as 
to Claims Arising Out of Self Deal- 
ing Purchases 


KINGSLEY A. TAFT. Michigan Law Review, 
April. 


A list of the subheadings of this interest- 
ing article will indicate its scope: Extent 
of duty to look for and enforce such claims; 
remedies available (equitable lien, rescis- 
sion and damage remedies); disadvantages 
of damage remedy as compared to equit- 
able lien remedy; difficulties with equitable 
lien remedy; effect of unsuccessful asser- 
tion of one remedy on rights under other. 


Among the conclusions other than state- 
ments as to the general duty to inquire, 
upon suspicion, into the predecessor’s acts 
and pursuance of claims if reasonably cer- 
tain of gainful success, Mr. Taft suggests 
when and how the equitable lien remedy 
should be asserted, and states that failure 
of success under this more advantageous 
remedy will not prejudice the successor 


fiduciary in asserting any right to recovery 
under the damage theory. 


Statutory Restrictions on the Ac- 
cumulation of Income 


LEWIS M. SIMES. 
view, April. 


Univ. of Chicago Law Re- 


Prof. Simes surveys the legislation in the 
several states restricting trusts for the ac- 
cumulation of income. Some problems, he 
says, arise from the form of the statute, 
but many are inherent in the substance of 
the legislation. The number of socially de- 
sirable accumulations which recent amend- 
ments have excepted from the rule, and the 
trend toward increasing the permissible 
period of accumulation make it questionable 
whether the period should be shorter than 
that allowed by the rule against perpetui- 
ties. Four tentative conclusions are offered 
by Prof. Simes: 

1. There should be a period in gross of 
permissible accumulations as in the English 
and Illinois Acts. 

2. The “next eventual estate” provision 
(as in New York) is not desirable; the cor- 
responding provision of the English Act is 
preferred. 

3. A list of carefully worked out excep- 
tions should be included in the statute. 

4. In general the English and California 
statutes furnish the best existing models. 


Supernumerary Witnesses and Eva- 
sions of the Wills Act 


Harvard Law Review, March. 


This note deals with the problems raised 
by statutes voiding legacies to witnesses 
to wills. It discusses such matters as the 
apparent inconsistency in the requirements 
for witnesses at the time of attesting the 
instrument and at the time of testifying; 
which witness-beneficiaries are to be de- 
prived of their legacies where there are 
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more than one such; supernumerary wit- 
nesses in general; and evasions of the wills 
act by a witness-beneficiary’s absenting him- 
self from the jurisdiction at the time of 
probating the will. Of existing statutes, 
those avoiding gifts to witnesses “unless 
there are two other competent witnesses” 
are considered superior. 


Apportionment of Federal Estate 
Taxes: Which Fund Bears Burden 
Columbia Law Review, April. 


This note examines the manner in which 
courts have allocated the Federal estate 
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tax, in view of the absence of any indication 
in the statute itself as which legatees or 
devisees must bear the tax. It traces the 
history of the statute, interpretive Treasury 
Regulations and court decisions, reaching 
the conclusion each state is apparently free 
to determine for itself the incidence of the 
tax. On this assumption, the author of the 
note favors the rule of apportionment 
among specific and residuary beneficiaries 
with due regard also to the existence of 
inter vivos transfers which are subsequent- 
ly held to be includible in the gross estate. 
New York and Pennsylvania have adopted 
statutes along this line. 


New Books 


Your Career in Business 


WALTER HOVING. Duell, Sloan & Pearce, Inc. 
211 pp. $2.00. 


Here is a book that many youngsters 
should read with enthusiasm, and many old- 
sters with regret—regret that it wasn’t 
written in time for them to read and profit 
by it. 

So much solemn nonsense and sheer hooey 
has been written, from the days of Samuel 
Smiles to the days of Dale Carnegie, pur- 
porting to tell everybody how to become 
popular and successful and marry the presi- 
dent’s beautiful daughter, that it is hard to 
imagine a more refreshing experience than 
that of reading what Walter Hoving, presi- 
dent of Lord & Taylor, has to say about the 
realities of such problems. For he talks 
hard common sense, and if there is any 
hooey in what he says, a cursory reading 
has completely failed to disclose it. 

What is more, he speaks out; and in quot- 
able fashion. For instance: 

“It is amazing, but it is pathetic as well, 
to see that the majority of college men feel 
that their college education entitles them 
to more than a beginner’s position.” 

“We have a tendency to look to youth for 
the ideas of tomorrow, which is as it should 
be. But too many young people are looking 
back to yesterday.” 

“The function of business is usefulness, 
and if you are going to make a place for 
yourself, it stands to reason you must be 
useful in it.” 

“To sit around, doing nothing, waiting 
for some businessman to decide for you what 
you are capable of doing, without bother- 
ing to think it out for yourself, is obviously 
stupid. Yet of the 450,000 young people 


who graduate from college every year, most 
of them are inclined to do just that.” 

“It is often true that the more intelligent 
a person is the less intelligent he thinks he 
is, and the stupider he is, the more intelli- 
gent he believes himself to be.” 

“I am constantly staggered by this pas- 
sive waiting for someone else to do for you 
what you should be doing for yourself.” 

“The modern world is built to the scale 
of the average man. It’s his oyster. But 
it is up to him to open it.” 

(Regarding advertisements) “Some seem 
to be published to please the art director 
or. the advertising agency, while others seem 
to have as their main purpose to entertain 
the public or satisfy the ego of the board 
of directors.” 

“The man who is not worth more than 
his salary hasn’t a chance to progress.” 

The temptation to go on—and on—is 
strong; but there isn’t room except for one 
final remark. This book would make good 
required reading in every college in the 
country. And in every bank and employ- 
ment office. 


—o_ —_I—_—— 
Banking As A Career 


The Institute for Research, Chicago. $1.00. 


One of a series of monographs on careers, 
this attractive booklet describes the glamor 
and the glory of a career in banking. Trac- 
ing the history of modern banking and or- 
ganization under the Federal Reserve Sys- 
tem, the booklet tells how banks serve 
society through, among other things, trus- 
teeship. Opportunities for entering bank- 
ing are pointed out as are the major qual- 
ifications and essentials of training. 





Cases and Other Materials on the Law 
of Wills and Administration 


PHILIP MECHEM and THOMAS E. ATKINSON. 
The Foundation Press, Inc. 840 pp. $5.50. 


This book, now in its second edition, has 
gained wide acceptance among law profes- 
sors, it being used by more schools, if 
not more students, than probably any other 
casebook on wills and administration. It 
is something more than a casebook because 
of the considerable amount of statutory, 
reference and original material by the au- 
thors. The 22-page Introduction contains 
excerpts from the writings of several eco- 
nomic philosophers on the nature and 
rationale of succession. Presentation here- 
in of widely divergent views leaves to the 
reader a choice of theories on whether suc- 
cession is a right or a privilege. 

The book proper is divided into three 
main divisions: Descent and Distribution 
wherein are discussed the subjects of the 
rights of surviving spouse, children, de- 
scendants, ancestors and collaterals, and 
the effect of misconduct on the part of the 
claimant; The Making and Revoking of 
Wills; and Probate and Administration. 
Not without merit has this volume gained 
its recognition. 

O—-——- - 


Introduction to Federal 
Third Edition 
GEORGE T. ALTMAN, 274 pp. Chicago and 


New York: Commerce Clearing House, Inc. Fabri- 
koid, $2. 


Taxation, 


This edition, newly revised and enlarged, 
outlines the fundamental principles under- 
lying Federal taxation—income, capital 
stock, excess profits, gift, estate and excise 
taxes. It reflects the important changes ef- 
fected by the 1939 Revenue Act, and is also 
annotated to the new Internal Revenue Code 
throughout. It is easy to read, easy to 
follow. 


Theoretical discussions being carefully 
avoided, the development of the subject is 
built upon the decisive opinions of the Su- 
preme Court itself as “the last word” on 
the nature, scope and limitations of taxa- 
tion by the Federal Government. It is re- 
plete with illustrative examples and ex- 
planatory calculations which bring out 
plainly the application and operation of the 
more complicated phases of Federal taxes. 

An indispensable “first book” for the 
novice tax man or student, it is helpful to 
the expert as a review of basic Federal tax 
concepts. 
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American White Paper 


JOSEPH ALSOP 
Simon & Schuster. 


and ROBERT KINTNER. 
109 pp. $1.00. 


At first glance, this curiously light-heart- 
ed review of grim and mighty events may 
seem a little outside the scope of a Trusts 
and Estates reviewer. On second thought, 
there would appear to be excellent reason 
for commending it to the thoughtful perusal 
of every man and woman who plays a part 
in fiduciary responsibilities. 

No trust ever was or could be administer- 
ed in a vacuum; but in the world we have 
on our hands today it is getting steadily 
more difficult even to pretend that such 
comfortable procedure is possible. Like it 
or not, world politics, national policy, the 
ebb and flow of war, form part of the 
background and foundation for every de- 
cision of fiduciary policy. The contribution 
of this book to such hope as may exist of 
a trust officer attaining the just apprecia- 
tion he sorely needs of these vast questions, 
is a real one. It is not too much to say 
that it should be required reading for every 
policy-making fiduciary executive. 

It is disturbing reading. The picture it 
draws of the manner of determining our 
national policy toward the war is extra- 
ordinarily convincing. It may be art; but 
it reads like realism. It also, on the whole, 
gives a highly persuasive view of the sound- 
ness of the policy which, by its account, was 
thrashed out by such unconventional, not to 
say amateurish methods—until it occurs to 
you that somebdoy must have supplied the 
authors with their wealth of inside infor- 
mation; and that this somebody must have 
had his own reasons for permitting (if not 
encouraging) the authors to make so timely 
a “revelation.” The arts of propaganda, as 
we are constantly reminded, have attained 
a subtlety undreamed-of by our forebears. 



















First and Merchants of 
Richmond Diamond Jubilee 


April 24, 1940 marked the seventy- 
fifth year of service of the First and 
Merchants National Bank of Richmond. 
Fittingly to observe and dedicate this 
diamond anniversary, plans were an- 
nounced for a $400,000 addition to the 
bank building at Ninth and Main 
Streets, work on which has begun. 


The destinies of the bank today are 
guided by John M. Miller, Jr., Chairman 
of the board, and H. Hiter Harris, presi- 
dent. There are 26 officers, 175 em- 
ployees and ownership of the institu- 
tion is vested in 1128 stockholders. 
First and Merchants is Virginia’s 
largest bank and one of the hundred 
largest in the nation. 


In 1865 the bank was opened for 
business in the old Custom House, in a 
room facing Bank Street. One of its 
earliest and most distinguished deposi- 
tors was General Robert E. Lee. 
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On March 1, 1926 the First National 
Bank and the Merchants National Bank 
were brought together as the First and 
Merchants National Bank of Richmond. 
The trust activities of this institution 
date back 25 years to April 26, 1915, 
when the Merchants National Bank es- 
tablished a trust department. Today 
the department is one of the largest in 
Virginia. Thomas W. Purcell, the first 
trust officer, remains today as senior 
vice president in the trust department. 
S. P. Ryland is also vice president and 
trust officer. 


a 


Houston, Tex.—The Houston Land & 
Trust Company, the oldest trust institution 
in Texas, celebrated its sixty-fifth anni- 
versary, and at the same time commemor- 
ated the fiftieth year of service of Paul B. 
Timpson, president. This bank is concerned 
primarily with the administration of trusts 
and the settlement of estates. It has con- 
ducted a general banking business since 
1920. 





















Fiduciary Decisions 


LEGAL CONTRIBUTING EDITORS 


Digests of the current decisions affecting fiduciaries, published in the follow- 
ing pages, were selected and reported by these attorneys, for their respective 
jurisdictions: 

ARIZONA: Phil J. Munch—Henderson & Munch, Phoenix 


CALIFORNIA: Walter L. Nossaman—tTrust Counsel, Security-First National Bank of 
Los Angeles 


CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 


FLORIDA: Warren L. Jones—Fleming, Hamilton, Diver & Jones, Jacksonville; Counsel, 
Barnett National Bank 


KENTUCKY: Squire R. Ogden—Gordon, Laurent, Ogden & Galphin, Louisville 


MINNESOTA: James E. Dorsey—Fletcher, Dorsey, Barker, Colman & Barber, Minne- 
apolis; Counsel for First National Bank & Trust Company, Minneapolis 


NEW YORK: Joseph Trachtman—AMitchell, Taylor, Capron & Marsh, New York; Coun- 
sel for City Bank Farmers Trust Company 


NORTH CAROLINA: Irving Carlyle—Manly, Hendren & Womble, Winston-Salem 
PENNSYLVANIA: Henry C. Remick—Saul, Ewing, Remick & Saul, Philadelphia 


WASHINGTON: Charles T. Donworth—Donworth, Paul & Donworth, Seattle; of 
Counsel for Seattle Trust & Savings Bank 


WISCONSIN: Ralph M. Hoyt—Shea & Hoyt, Milwaukee 


Compensation — Right of Executor 
and Attorney to Fees When Pro- 
bate of Will is Revoked and Later 
Will Probated 


Washington—Supreme Court 


In the Matter of the Estate of Robert Jolly, 103 
Washington decisions 529, April 25, 1940. 


The testator died July 12, 1937. On the 
following day a will executed by decedent 
on January 13, 1937 was filed for probate 
and admitted. John F. McCarthy was nam- 
ed executor under that will and qualified. 
The evidence showed that prior to offering 
the will for probate Mr. McCarthy had 
heard that there was another and later 
will outstanding. On August 7, 1987 Thomas 
Garrett filed a petition to revoke the pro- 
bate of the will and for the probate of a 
later will, dated May 13, 1937. 


In answer to this petition McCarthy ap- 
peared and contended that Jolly was not 
competent to make the will dated May 13, 
1937, and that he was unduly influenced by 
Garrett and his wife. Jolly was past 74 
years of age, blind, and for many months 
prior to his death was weak and infirm. 
When McCarthy was called to draw the 
will of January 13th he was so doubtful of 
Jolly’s mental capacity that he refused to 
do so until Jolly had been examined by a 
physician. The jury found that Jolly was 
not competent at the time the will dated 
May 18, 1987 was executed. 

Upon appeal from that hearing the 
Supreme Court concluded that the jury’s 
answer to the question propounded was in- 
correct and that the court erred in ac- 
cepting its verdict. On the filing of the 
remittitur McCarthy’s term as executor ex- 
pired. He filed his report, showing expen- 
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ditures of $130.85 and claiming executor’s 
fees in the amount of $250. and $1,100. as 
attorney’s fees. The lower court allowed 
$100. as executor’s fees and $400 as at- 
torney’s fees, and Garrett appealed from 
this allowance. 

On appeal the Supreme Court upheld the 
allowance of the fees to the executor and 


attorney by a seven to three decision, one’ 


of the seven judges dissenting in part on 
the ground that larger fees should have 
been allowed to the executor and his attor- 
ney. The opinion stated that the probate 
of the first will was prima facie valid be- 
cause of the fact that it had been probated; 
that McCarthy having the will in his pos- 
session was under a duty to file it in court 
and after its probate to uphold the will. 
The court found that McCarthy acted in 
good faith and that there was probable 
cause to doubt the validity of the later 
will. 


The court quoted with approval from 24 
C. J. 100, Section 536, the following lan- 


guage: 


“Although the cases are not all in accord the 
weight of authority supports the view that... 
a person named as executor in a will which has 
been admitted to probate is entitled to be reim- 
bursed his counsel fees and expenses in opposing 
the probate of another paper subsequently pro- 
pounded as a will, even though the latter paper 
is established as the will and admitted to probate.” 


saying that this is a reasonable and just 
rule, if there be added the qualification 
“provided it appears that he acted in good 
faith.” 


a np 


Issue” In- 


Distribution — “Lawful 
cludes Adopted Child of an Adopt- 
ed Child 


Minnesota—Supreme Court 


In re Trust Created under the Last Will and 
Testament of Elora H. Holden, deceased, 291 
N. W. 104. 


Testatrix was survived by an adopted son, 
Paul Martin Holden, a niece, Lucy Coates 
Hammerel, and Sadie B. Coates, the wife 
of a nephew. Testatrix devised in trust an 
interest in land which was subject to a 
mining lease, directing the trustee to pay 
to Paul Martin Holden, during his life, her 
share of the yearly minimum royalty pay- 
ments. At his death, the trust estate was 
to be divided into thirds, one-third to go to 
Sadie B. Coates, one-third to Lucy Coates 
Hammerel, and one-third to “the lawful is- 
sue of my said adopted son,” Paul Martin 
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Holden. The will further provided that 
“*** in the event of my said adopted son 
leaving no lawful issue him surviving,” 
then one-half of the trust estate should go 
to Sadie B. Coates and one-half to Lucille 
Coates Hammerel. 

Shortly before his death, Paul Martin 
Holden adopted as his son Paul Braun 
Holden, who, in proceedings for accounting 
and distribution of the trust estate upon the 
death of his adoptive father, claimed the 
one-third share of the remainder given to 
the lawful issue of Paul Martin Holden. 
The trial court decided that he was not law- 
ful issue of Paul Martin Holden within the 
meaning of the will. 


HELD: Reversed. 


1. The Minnesota statute governing the 
effect of adoption gives an adopted child the 
status of issue. Sec. 8630 Mason’s 1927 
Minn. Stat. The expression “issue” has a 
technical meaning under Minnesota statutes 
and decisions which includes an adopted 
child. There is nothing in the will to indi- 
cate that the testatrix used the words “law- 
ful issue” in any but their technical sense 
and she is presumed to have used them in 
that sense in the absence of surrounding cir- 
cumstances or context showing that a dif- 
ferent meaning was intended. Cases sup- 
porting a rule that a child adopted by some- 
one other than the decedent is not “issue” 
within the meaning of a decedent’s will 
were distinguished by the court, several 
upon the ground that they were based upon 
statutes which give the word “issue” a 
technical meaning different from that given 
it by the Minnesota statute. 

2. The trial court’s finding as to the in- 
tent of testatrix in using the words “law- 
ful issue” was based upon an error as to 
the technical meaning of the words. The 
finding assumed that under Minnesota law 
the words “lawful issue” must be words of 
limitation and the trial court therefore con- 
cluded that the language referred to issue 
of the body. The assumption was incorrect 
as under Minnesota law the word “issue” 
is one of purchase and not one of limitation, 
because of the statutory abolition of the 
rule in Shelley’s case. Section 8058, Mason’s 
1927 Minn. Stat. 

3. The court rejected the argument that 
there is a presumption against an intention 
of the testator to include adopted children, 
which some courts indulge on the ground 
that the testator would naturally restrict 
his bounty to blood relatives. 





Drafting — Wills — Admissibility of 
Evidence to Show Draftsman’s Er- 
ror 


New York—Appellate Division, 2nd Dept. 


Matter of Casper, 259 App. Div. 56, 18 N. Y. 
Supp. (2d) 82, decided Mar. 11, 1940. 


The testatrix owned stock of a close cor- 
poration and by her will gave an option to 
the president of the corporation, or if he 
were not living, to the corporation itself, 
to purchase her shares for cash at a price 
per share of “twelve and one-half percent” 
of the average dividends paid on the shares 
during the three years preceding her death. 
Testimony (including that of the draftsman 
of the will) was offered to show that the 
testator intended the provision to be 
“twelve and one-half times the average 
dividends.” The Surrogate, declining to 
consider such evidence, decreed that the 
formula as written in the will must be liter- 
ally followed which would result in the de- 
livery of the shares to the president of the 
corporation for a total of $570. instead of 
$57,000. 

HELD (reversing the Surrogate): that 
there was no reasonable doubt that there 
had been a draftsman’s error which re- 
mained undiscovered by the testator, that 
the questioned provision came after the dis- 
positive scheme of the will and when read 
in the light of its setting and language 
was simply an administrative direction and 
did not create a legacy. The court observed 
that it had inherent power to give relief 
against literal compliance with the testa- 
mentary language and that such power 
though exercisable only with caution, should 
be exercised if adhering to the actual lan- 
guage of the will would result in unjust 
enrichment of one claiming an unintended 
benefit. 

ee 
Investment Powers — Accounting be- 
tween Corpus and Income 


Wisconsin—Supreme Court 


Welch v. Welch, 290 N. W. 758, decided March 
12, 1940. 


On October 28, 1914, Margaret F. Welch 
executed a trust instrument in which she 
placed a large amount of property in the 
hands of three trustees, one of whom was 
herself, with authority to sell and convey, 
to invest and reinvest “on such terms and 
conditions and for such considerations with 
or without security as they shall deem best,” 
and-to exercise their judgment and discre- 
tion as to the investment and employment 
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of any or all of the trust estate. They were 
to pay the income to the settlor for life, 
and after her death they were to make 
partial distributions of corpus to her chil- 
dren as they reached the ages of 30 and 40, 
and certain final distributions of corpus 
upon the death of the children. 


The settlor died in 1923. The trust estate 
at its inception included numerous stocks 
and other securities which did not comply 
with the Wisconsin statute as to the in- 
vestment of trust funds, and during the 
administration of the estate the trustees 
purchased other nonlegal securities. Cer- 
tain of the beneficiaries brought suit 
against the trustees, seeking to hold them 
liable for mismanagement of the trust in 
many particulars, including the retention 
and the making of investments in nonlegal 
securities; the imprudent retention of se- 
curities which declined in value during the 
depression; the making of loans and the 
sale of assets to one of the trustees, en- 
abling him to make highly profitable invest- 
ments for himself; etc. 

The following is an abstract of the prin- 
cipal points of the lengthy decision. 
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(1) In construing the trust instrument 
as to the power granted to the trustees, the 
fact that the settlor herself was a trustee 
for nine years and participated in the 
retention and the making of investments, 
constitutes a practical construction of her 
own intentions in the creation of the trust, 
to which the beneficiaries cannot object af- 
ter the lapse of over twenty years. 


(2) Under the broad language of the 
trust instrument as to the authority of the 
trustees, they were empowered both to re- 
tain and to invest in securities outside of 
the statutory list of trust fund investments. 

(3) A trustee who is authorized to re- 
tain non-legal investments is under no duty 
in times of panic to sell such securities at 
depressed prices though there may be a 
ready market at such prices; and should he 
do so unnecessarily, he may be liable for the 
resulting loss. 

(4) The trustees in this case were not 
negligent in retaining, as a part of the 
trust estate, stock in a family corporation 
organized to hold title to a parcel of down- 
town real estate in Milwaukee, which both 
the settlor and the trustees regarded as 
very valuable, although during the depres- 
sion its value greatly decreased and it was 
operated at a loss. 

(5) The trustees were likewise justified 
in accepting, from a corporation whose stock 
was largely owned by the trust, a mortgage 
on Montana land which at the time of the 
mortgage had a market value about double 
its original cost, though subsequent drought 
and depression conditions made the mort- 
gage a highly unprofitable investment. 

(6) It was the duty of the trustees to 
pay the taxes on real estate owned by the 
trust, and to sell marketable securities, if 
necessary, for that purpose; and the trus- 
tees. having permitted the taxes to become 
delinquent and to be increased by heavy in- 
terest charges, are personally liable for the 
amount of such charges, less the income 
earned in the interim by the _ securities 
which they should have sold. 

(7) It is not the duty of the trustees to 
amortize, out of income, a mortgage placed 
by them on trust real estate for the purpose 
of raising money to make permanent im- 
provements thereto, on the theory that the 
property is a “wasting asset,’ where the 
only reason for its decline in value is the 
general loss in value due to the depression. 

(8) A provision in the trust instrument 
authorizing the trustees, acting in good 
faith, to purchase property from the trust 
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estate, was not violated by the purchase 
of stock by one of them from the trust at 
par, at a time when it was worth less than 
par in the market, although it subsequently 
became very valuable. 


(9) A provision in the trust instrument 
authorizing the trustees to pay all obliga- 
tions incurred by the settlor prior to crea- 
tion of the trust, justified them in perform- 
ing a verbal promise which she had made, 
based on a moral obligation only, to repur- 
chase certain stocks which she had sold to 
an employe. 


(10) It was not improper for the trus- 
tees to loan money from the corpus of the 
trust, by way of advancement, to one of the 
beneficiaries (who was also a trustee) who 
would upon reaching a certain age become 
entitled to a partial distribution of corpus. 


(11) The trustees erred in paying over 
to the life tenants, as income, certain divi- 
dends which were paid on corporate stocks 
out of appreciation in corporate assets, be- 
cause such dividends belonged to corpus; but 
as to those income beneficiaries who under 
the terms of the trust will become entitled 
to distributions of corpus upon reaching 
certain ages, it is proper to treat the exces- 
sive payments as advances out of corpus. 
As to those life tenants. who will never be- 
come entitled to any part of the corpus, it 
is proper for the trustees to adjust the 
overpayments by reducing their future in- 
come payments until the excess is wiped 
out; but should these life beneficiaries die 
before the overpayments have been fully 
recouped, the trustees will be personally 
liable to the trust estate for the amount 
not recouped, for which, in turn, they will 
be entitled to file claims against the estates 
of such deceased life beneficiaries. 


(12) Although the trust instrument pro- 
vided for three trustees, who were to re- 
ceive a stated annual salary, and further 
provided that upon the death of one of 
them the other two should appoint a suc- 
cessor, failure of the two to appoint a suc- 
cessor to a deceased trustee for a period of 
years does not impose liability on the two 
although they divided between themselves 
during such period the salary intended for 
the three trustees. 


(13) The fact that one of the trustees 
has moved out of the state does not require 
his removal from office where the court finds 
that his absence does not endanger the trust 
estate or preclude proper attention to his 
duties. 
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Investment Powers—Court of Equity 
May Authorize Trustees of Charit- 
able Trust to Mortgage Property 
When Necessary to Preserve Trust 


North Carolina—Supreme Court 


Bond v. Tarboro, 217 N. C. 289 (filed March 20, 
1940). 


The trustees of a charitable trust brought 
suit to secure court authority to borrow the 
sum of $40,000 with which to make certain 
additions and improvements to a hospital 
plant which constituted the corpus of the 
trust. The trust had been created by a 
deed of conveyance of the property which 
contained the following provision: 


“To have and hold the aforesaid real and per- 
sonal property, together with all the privileges and 
appurtenances thereunto belonging or in any wise 
appertaining unto the said parties of the second 
part, their successors and assigns, for the purpose 
of owning, equipping, managing, maintaining and 
supporting a hospital for the care and treatment 
of the sick and the indigent or any others re- 
quiring medical or surgical aid, the dispensing of 
charity, distribution of funds for charitable and 
benevolent purposes, and for such other and 
further acts as may be necessary to carry out the 
purposes aforesaid.”’ 


In the bill of complaint it was alleged 
and found by the Court that the present 
plant, especially the building designated as 
the nurses’ home, is not safe for use, con- 
stitutes a fire hazard, and is not in condi- 
tion to be so repaired as to render it rea- 
sonably adapted for further use. The Court 
further found that in all reasonable prob- 
ability the additional income to be derived 
from rental of office space and new private 
rooms will enable petitioners to meet the 
payments of interest and principal of the 
proposed loan and thereby eventually relieve 
the trust property of the proposed encum- 
brance. 


HELD: As courts of equity have the 
power to authorize the trustees of a charit- 
able trust to mortgage the trust property 
when, by reason of changed conditions, such 
action is necessary to effectuate the purpose 
of the trust and preserve the trust property, 
and prevent the depreciation which would 
eventually render the property useless and 
thus result in the loss of the benevolent 
undertaking, the trustees in the instant case 
have authority to effect a loan and to secure 
the payment thereof by a valid mortgage 
against the trust property. 
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Life Tenant and Remainderman—Ap- 
portionment of Dividends of Stock 
in another Corporation—Pennsy]l- 
vania Rule 


Pennsylvania—Supreme Court 


Barnes’ Estate, May 6, 1940. Appeal from the 
Orphans’ Court of Delaware County. 


The decedent owned all the stock of the 
Bird Coal Company. This company owned 
2,130 shares of preferred stock of the Key- 
stone Portland Cement Company and also a 
note of that company for $500,000 for money 
loaned to it by the Coal Company. In 1931 
the Coal Company accepted in payment of 
this note 5,000 shares of the preferred 
stock of the Cement Company. In Decem- 
ber, 1931, the Coal Company distributed, as 
a 100% dividend, 2,500 of these shares, 
which the trustees accounted for as princi- 
pal, later, after the remarriage of de- 
cedent’s widow, transferring to her one- 
third thereof, and retaining the remaining 
1,667 as part of the corpus of the trust. 


In 1933, 1934 and 1935, in addition to 
cash “ividends which are of no present con- 
cern, the Coal Company distributed as divi- 
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dends 3,313 shares of the preferred stock 
of the Cement Company. Of these the 
trustees received two-thirds, or 2,210 
shares, which they again accounted for as 
principal but which are claimed by the four 
children of decedent as income due to them 
as life tenants, and it is these 2,210 shares 
which are now in controversy. 

The court below held these 2,210 shares 
were properly carried in principal. 

HELD: Reversed. “The controlling 
fact in the case, which stamps the decree 
of the court below as erroneous, is that 
the earnings of the Coal Company from 
the time of decedent’s death to the end of 
the year 1935 were approximately $580,000, 
which was considerably more than the sum 
total of the cash dividends and the value of 
of the preferred stock of the Cement Com- 
pany distributed as dividends in 1933, 1934 
and 1935, with the result, as appellee ad- 
mits, that the intact value after the distri- 
bution of these dividends was equal to and 
even greater than it was after the distri- 
bution of the dividend of 1931. The 1931 
dividend, being all retained in the trust as 
principal, did not, of course, diminish the 
value of the corpus as it existed at the time 
of decedent’s death. 


“The position taken by appellee is that, 
because the dividends here involved were 
paid in Cement Company stock which was 
owned by the Coal Company prior to the 


creation of the trust, (or came into its 
ownership shortly thereafter by way of 
payment of the Cement Company’s note), 
these dividends therefore belong to corpus. 
In other words, though conceding that if 
the Coal Company had distributed cash divi- 
dends of the same value as the Cement 
Company stock such dividends would have 
belonged to the life tenants, appellee argues 
that the dividends as actually declared 
should be awarded to corpus merely because 
the Company chose to distribute them in 
the form of assets it owned before the death 
of decedent. 

“This overlooks the vital point that the 
apportionment rule has only one require- 
ment, namely, that when an extraordinary 
dividend is declared it must not reduce the 
intact value of the stock held in the trust. 
If, at the death of a stockholder, the corpor- 
ation, in addition to its capital, has accumu- 
lated surplus profits, the latter may, of 
course, be distributed by the corporation as 
dividends, but if, before this is done, the 
stockholder creates a trust of his stock, the 
accumulated surplus is, in a sense, thereby 
capitalized as far as the trust is concerned, 
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and when, therefore, an extraordinary divi- 
dend is later declared out of such surplus 
the dividend must be awarded to the corpus 
of the trust in order that the value of the 
latter should not be reduced from what it 
was when the trust was created. 

“But if profits are earned by the corpor- 
ation after the creation of the trust, and an 
extraordinary dividend is declared in an 
amount not greater than such profits, the 
dividend belongs to the life tenants, and it 
is immaterial whether the medium in which 
it is paid consists of cash or other property, 
or, if the latter, whether the particular as- 
sets distributed were or were not in the 
portfolio of the company at the time of 
decedent’s death. It is only when the extra- 
ordinary dividends exceed the profits earned 
after the beginning of the trust that appor- 
tionment is required and the life tenant de- 
nied the right to the full amount of the 
dividends: Wittmer’s Estate, 283 Pa. 311. 

“The remaindermen, therefore, are not 
suffering any diminution in the value of 
their principal by an award of the dividend 
in controversy to the life tenants who are 
clearly entitled to it.” 


——$—$—$ 


Powers — Appointment — Incorpo- 
ration by Reference 


New York—Surr. Ct., Kings County 


Matter of Comey, 173 Misc. 377, 17 N. Y. Supp. 
(2d) 949, decided Feb. 17, 1940. 


A New York testator created a trust for 
his daughter for her life, directing the 
trustee, a domestic trust company, on the 
daughter’s death, to pay the principal to 
such of the daughter’s descendants “in such 
amounts, shares and proportions and upon 
such estates as she may by her last will 
and testament” appoint. The daughter 
died domiciled in Pennsylvania and in her 
will, there probated, appointed the principal 
to the same trust company to divide into 
two equal separate trusts, to be held for 
the lives of her two sons (who were in 
being at the death of the grantor of the 
power), respectively, with further remain- 
ders over in each case as her son should 
appoint, and with dispositions over in de- 
fault of such appointment to remaindermen 
who would in every contingency, save a 
remote one; be descendants of the testator 
who granted the power. 

The trust company did not qualify as 
trustee under the daughter’s will and sought 
instructions as to whether the power was 
validly exercised and, if so, whether it 





should continue to act as trustee under the 
will of the grantor of the power or under 
the will of the grantee of the power. 


HELD: That the special power was 
validly exercised, and that the Trust Com- 
pany should continue to administer the 
trust as trustee under the will of the 
grantor of the power, in like manner as if 
the grantee had incorporated into the will 
of the grantor of the power the provisions 
for the continuation of the trust. It seemed 
to the court that it was making a logical 
application of the doctrine of incorporation 
by reference as laid down in Matter of 
Piffard, 111 N. Y. 410, 415, 18 N. E. 718, 
719; Matter of Fowles, 222 N. Y. 222, 
118 N. E. 611, Ann. Cas. 1918 D, 834; and 
Matter of Rausch, 258 N. Y. 327, 179 N. 
E. 755, 80 A. L. R. 98. [As to this point 
see Alvin E. Evans’ book review of Atkin- 
son’s Handbook’ of the Law of Wills, 15 
North. Carolina Law Review 441-443.] 
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Powers — Limitations — Power of 
Court to Modify Terms of Trust 
so as to Permit Oil Lease 


California—Supreme Court 
Adams v. Cook, 99 Cal. Dec. 290 (April 12, 1940). 


Real property was conveyed in trust in 


1913 for purpose of sale. Trustee given 
power to lease subject to sale. No sale was 
made, and years later oil was discovered 
in the vicinity. Trustee deemed itself un- 
authorized to enter into oil lease, except, it 
seems, subject to sale of the property, and 
lessees refused to accept lease on those 
terms. Plaintiff beneficiaries brought pre- 
sent action for declaratory relief, joining 
trustee and the other beneficiaries as de- 
fendants. Decree for plaintiffs affirmed. 


HELD: (1) Since it was impossible to 
lease the property subject to sale, and since 
property was being drained of oil resources 
by wells on adjacent property, it was neces- 
sary for protection of the trust property 
that trustee be permitted to execute lease 
free from restrictions imposed by the trust. 

(2) Court could give same relief under 
declaratory relief statute, C.C.P. Sec. 1060, 
as under general equitable powers. Rem- 
edies under declaratory relief are cumula- 
tive. 

(3) Fact that sale could be effectuated 
without enlarging trustee’s powers as to 
leasing held immaterial where court found 
that “the highest returns to the unit holders 
on their investments” would be realized 
through leasing the property. 
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NOTE: It is generally held that a case 
of necessity, going beyond the convenience 
of the beneficiaries or even their benefit, 
must be shown to authorize deviation, from 
the terms of atrust. (Restatement, Trusts, 
Sec. 167 b; 2 Scott on Trusts, Sec. 167; 3 
Bogert, Sec. 561). In the principal case 
the purpose of the trust was the sale of the 
property, but the court nevertheless held 
that evidence of salability without enlarge- 
ment of powers as to leasing was properly .- 
excluded. 


This result seems extraordinary, incon- 
sistent with the authorities generally, and 
not afforded substantial support by those 
which the court cites. The latter support 
the rule that deviation from the terms of 
a trust.may be permitted where necessary 
to prevent frustration of the settlor’s pur- 
pose. Under this case it is irrelevant even 
to inquire into the possibility of effectuating 
those purposes where some (not all) of the 
beneficiaries are of the opinion that the* 
“highest returns” may be realized through 
deviation. 


<ininisiatictatnetila cagatat hisitaa 


Powers — Limitations — Validity of 
Power to Executor to Determine 
Members of Class 


Florida—Supreme Court 
Howe v. Sands, 194 So. 798, Feb. 20, 1940, Re- 
hearing den. Apr. 2, 1940. 


James Deering died in 1925, leaving an 
estate of between fifteen and twenty mil- 
lion dollars. He resided upon a large estate 
near Miami, Florida. By his will he gave 
“to each servant in my employ at the time 
of my death” a sum of money determined 
by length of employment, and provided, “To 
the Executors hereof I give the exclusive 
right to determine who are my servants at 
the time of my death ***.” 

At the time of his death the testator had 
seventy-one persons employed at his home. 
Of these, thirteen were cooks, maids, chauf- 
feurs, laundresses, footmen, housemen, 
valets, butlers and housekeepers. These the 
executors determined were servants. Fifty- 
five of the employees were foremen, book- 
keepers, gardeners, engineers, watchmen, 
carpenters and other laborers. 

A number of suits were brought against 
the executors by those claiming benefits un- 
der this clause of the will. See Howe v. 
Howe, 103 Fla. 1196, 183 So. 549, 187 So. 
521; Howe v. Fry, 116 Fla. 528, 157 So. 381; 
Boyle v. Howe, 126 Fla. 662, 171 So. 667. 
The Executors brought a suit against those 
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whom they had determined were not ser- 
vants for construction of the provision 
granting the power to determine who were 
servants. 

HELD: A testamentary power to execu- 
tors to determine who are entitled to a be- 
quest to “servants” is valid and their deter- 
mination will be sustained unless made ar- 
bitrarily or in bad faith. See also Howe v. 
MacDonald, 194 So. 802. 

—————— 


Taxation—Estate & Inheritance — 
Tax Based On Value of Property 
at Time of Testator’s Death 


Connecticut—Supreme Court 
Newell v. McLaughlin, 126 Ccnn. 138. 


An estate had an inventory valuation of 
$229,000, but when distributed to the leg- 
atees, a value of $106,000. The administra- 
tor appealed from a computation of the in- 
heritance tax based upon the inventory 
value. The administrator contended that 


by reason of certain amendments to the in- 
heritance tax law, the tax should be com- 
puted on the fair market value of the 
property at the time of distribution and not 
on the inventory value. 


The court reviewed the inheritance tax 
statutes, including the provision in Chap- 
ter 299 of the Public Acts of 1929, that the 
gross estate shall be the total of the “fair 
market value” of the property transferred 
subject to the tax instead of “appraised 
inventory value” as in preceding statutes, 
and also the provision in Section 1380, now 
Section 495c of the Cumulative Supplement, 
requiring the filing of a statement of the 
value of the estate passing to each bene- 
ficiary. 

HELD: 1. The inheritance tax must be 
computed upon the fair market value of 
the estate at the time of the death of the 
testator and any other date for determin- 
ing the tax would be inconsistent with the 
theory underlying the Connecticut tax, 
which is imposed upon the right of succes- 
sion to property, the value of the property 
being used only as a measure of the tax. 

2. Although distribution occurs a con- 
siderable time after death, the right of in- 
heritance relates back to the date of death 
as the time when the right of the bene- 
ficiary becomes fixed. 

8. Section 1369 allows certain losses to 
be deducted from the inventory value, but 
losses resulting from a reduction to posses- 
sion of corporate stocks and bonds are ex- 


cluded. 
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Taxation—General—Statute Taxing 

Holder of Equitable Title 

Kentucky—Court of Appeals 

Commonwealth of Kentucky v. Elbert Gary Sut- 

cliffe, decided March 22, 1940 (not yet reported). 

Sutcliffe, a resident of Kentucky, is the 
recipient of income of securities held in 
New York by a New York trustee. The 
trust was created by will which, in sub- 
stance, provided that certain securities be 
held by the New York trustee, that the 
income therefrom be paid to Sutcliffe during 
his life, and that upon the death of Sut- 
cliffe, the principal be distributed to his 
lawful issue per stirpes. Sutcliffe, by a 
provision in the will, was denied the right 
to assign or place any charge on income. 

Sec. 4023, Ky. Stat., provides that the 
“holder of the equitable title” of property 
shall be liable for ad valorem taxes there- 
on; that it shall be “the duty of the holder 
of the equitable title to list the property and 
pay the taxes thereon, whether the property 
be in possession or not;” and that a trustee 
residing in Kentucky “shall not be liable 
for taxes on intangible personal property” 
in the event the “beneficial owner of such 
intangible personal property” resides out- 
side of the State. 

In Section 4020, Ky. Stat., it is provided 
that “the situs of intangible personal prop- 
erty for purposes of taxation shall be at 
the residence of the real or beneficial owner, 
and not at the residence of the fiduciary or 
agent having the custody or possession” of 
the property. 

This proceeding was instituted by the 
Commonwealth to assess, levy and collect 
ad valorem taxes upon Sutcliffe’s life estate 
in the trust. The Court stated the sole 
question before it was “whether appellee’s 
(Sutcliffe’s) life estate in a trust created 
in New York, consisting of intangibles there 
located and held under the complete and 
absolute control of a trustee domiciled in 
New York, is subject to an ad valorem tax 
by the Commnowealth of Kentucky.” 

HELD: That Sutcliffe owned a separate 
and independent estate which had -been 
created by the settlor of the trust in the 
intangible property; that that separate 
estate was a life estate in Sutcliffe; that 
the provisions of Sections 4020 and 4023, 
Ky. Stat., required Sutcliffe to list and pay 
the tax on the life estate and that such 
requirement did not violate the 14th Amend- 
ment to the Federal Constitution; and that 
the tax for which Sutcliffe was liable was 
not a tax upon the intangible property held 
by the New York trustee. 





Wills—Probate—Dependent Relative 
Revocation 


Florida—Supreme Court 


Stewart v. Johnson, 194 So. 869, Mar. 15, 1940, 
Rehearing den. Apr. 16, 1940. 


In 1937 testator made a will which was 
attested in due form. His attorney retained 
acopy. In 1938, the testator called his sec- 
retary from his place of business to his 
home and there dictated a new will, having 
in hand an instrument testamentary in form 
from which several passages were read. 
The new will was transcribed, signed by the 
testator, and witnessed by the secretary as 
the sole witness. The testator then told 
the secretary where the instrument would 
be kept and gave the secretary directions 
as to the disposition of it upon the testator’s 
death. 


The testator died in 1939. The 1938 in- 
strument was found in the place designated. 
The 1937 will could not be found. The 1938 
instrument was not valid because having 
but one subscribing witness, the statute re- 
quiring two. With one exception, the bene- 
ficiaries under both instruments were the 
same. The testator’s widow, who was the 
sole heir under the statute of descent, pro- 
cured letters of administration represent- 
ing that the decedent died intestate. The 
beneficiaries under the 1937 will filed their 
petition to establish and probate it. 


HELD: That where a will cannot be 
found on the death of the testator it will 
be presumed that it was destroyed by him 
with intent to revoke it; but where it ap- 
pears that he failed in an attempt to exe- 
cute a new will carrying out the same gen- 
eral testamentary plan, the revocation is 
conditioned upon the new will being opera- 
tive and the former will, or an established 
copy of it, should be probated in order to 
carry out as néarly as possible the testa- 
tor’s intent. 


—————0 


Wills—Probate—Revocation by Sub- 
sequent Noncupative Will 


Arizona—Supreme Court 


In re Hadsell’s Estate, Sutterlin et al. v. Russell 
et al., 99 Pac. 2nd 93, Feb. 12, 1940. 


This is an appeal from a judgment deny- 
ing petition for revocation of probate of 
noncupative will. Deceased executed a will 
according to the formalities of law wherein 
he bequeathed all of his estate to certain 
persons conditioned upon the repayment of 
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certain advances made to them during de- 
cedent’s lifetime. 


On the day previous to his death he re- 
marked to his son-in-law, “Ralph, you are 
a good beeman and I know you will take 
good care of the bees, and I want you to 
have the bees. That is all, go back to work.” 
These remarks were reduced to writing 
within six days after they were spoken, and 
as a noncupative will, were, together with 
the formally executed will, admitted to pro- 
bate as separate and conflicting Last Wills 
and Testaments of Deceased. 


HELD: Reversed. The noncupative will 
did not partially revoke the formally exe- 
cuted one. 


“The noncupative will attempted to dispose 


of certain of the personal property of the de- 
ceased covered by the written will, and is, there- 
fore, to that extent in conflict with the latter, and 
constitutes an attempt at a partial revocation.***”’ 


Section 3638 R.C.A. 1928 provides: 


“## No will made in conformity with the 
preceding section, (as to form and execution) nor 
any clauses or devises therein, shall be revoked 
except by a subsequent will, codicil or declaration 
in writing executed with like formalities, or by 
the testator destroying, cancelling, or obliterating 
the same or causing it to be done in his presence.” 


It is apparent, therefore, that such at- 
tempted revocation is improper and invalid. 


SS 


Jurisdictional Battle Over 
Probate Ends 


The will of Mrs. Lucy Wortham Jones, 
who died in January 1938, leaving an es- 
tate estimated at $2,500,000, has finally been 
probated. It had been the subject of a 
jurisdictional dispute between the Superior 
Court of Newport, R. I., and the Surrogate’s 
Court of New York County. The former 
emerged victorious when the executors, who 
faced fines of $100,000 each if they failed 
to comply with the court order to produce 
the document, obtained permission from 
Surrogate Delehanty of New York, where 
the instrument had originally been probated, 
to send the will to Newport. Mrs. James 
had lived in New York since 1919 but had 
spent eighteen months at her Rhode Island 
summer home in 1936 and 1937. 


The executors are the Fulton Trust Com- 
pany of New York, Ralph Hayes and Wil- 
liam B. Greenough. 
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